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97% of all Americans drink Coffee every morning! 





WHAT A MARKET FOR... 
# 


Just about every American starts the day with 
a cup of coffee. And Americans know their 
coffee! They want their coffee clear... and 
every day thousands are turning to Silex for 
clear-coffee pleasure. 

Silex sales are growing rapidly. Increase your 
profits by taking advantage of their rise. Use 
Silex in your advertising, promotions, and dis- 


plays. Expand your profits with Silex’s expand- 
ing sales. 


THE SILEX COMPANY 
Dept. PF-11, Hartford, Conn. 


Let A&LEX build your profit: 
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YOUR CUSTOMERS’ APPLIANCES 


NY air conditioning or heating equipment, water heater, 
A kitchen range or other gas burning appliance for home 
or commercial use, when fitted with a Barber Regulator, de- 
livers more satisfactory service and greater fuel economy. 
But a regulator of approved reliability, such as BARBER, is 
the only kind which gives permanent satisfaction. Leading gas 
authorities and utilities know this—hence the widespread ap- 
proval and recommendation of Barber Regulators. Built with 
bronze body, brass working parts, phosphor bronze springs, 


finest non-deteriorating diaphragm. A regulator which is un- 


usually well made, yet competitively priced. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


BARBER oarssuns REGULATORS 


ber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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Protect Your Men 
So They Can Get 
More Work Done 


Greetings from 
RIZDID Pipe Tools 
to American Gas As- 
sociation at its Con- 
vention at Atlantic 
City, October 20th, 

1941! 


Thread Your Small Pipe 
With Less Work 


With the Speedy No. OR RikeaIb 


. ° : : Die heads push out readily 
Minutes count this year—and avoidable motion wastes jor elem: 


manpower. Speed your small pipe threading with these 
work-saver ratchet dies. Die heads snap instantly into 
ratchet ring from either side, can’t fall out. And push out 
easily for changing. 


Dies reverse quickly for close-to-wall threads, no 
special dies you can’t find when you want them. Handy 
patented die carrier with each set. 


Save valuable time and effort—buy easier-working 
RIB&ID s at your Supply House. Dies reverse quickly for 


-to-wal ds — 
THE RIDGE TOOL COMPANY, ELYRIA, OHIO ae eek ie 


wear dies, easily reground. 


* 
me WORK-SAVING PIPE TOOLS Bs 
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Pages with the Editors 


5 ome American Gas Association holds its 
annual national convention this month at 
Atlantic City, New Jersey (October 20th to 
October 22nd), amid problems unprecedented 
in the long and varied history of that industry. 
The gas utilities today are doing good busi- 
ness, thanks to industrial activity and increased 
purchasing power brought on by the national 
defense program. 


But how long can it last? Shortages of ma- 
terials which are plaguing virtually every busi- 
ness these days threaten operating gas com- 
panies not only through curtailment of sup- 
plies needed to carry on the service, but also 
through the curtailment of appliance produc- 
tion needed to keep the gas industry in a fa- 
vorable competitive position. Manufacturers of 
gas ranges do not know how long they will be 
able to fill wholesale orders because of limita- 
tions on steel usage. 


¥ 


HEN there is the bugaboo of the post 
bellum period when. many gas companies 
will find themselves with surplus plant and 
also faced with a possibly bitter battle for 
business with the electric industry. In other 


H. C. HASBROUCK 


headache number one. 
(SEE Pace 535) 
OCT. 23, 1941 


Checking up on wear and tear is accounting 


6 


pee 
T. N. SANDIFER 
Handling gas during a war is not exclusively 
a military problem. 


(SEE Pace 515) 


words, many electric utilities will come out of 
the emergency with such a surplus capacity 
that expansion into the fields of water heating 
and even space heating may be indicated as 
a matter of profitable self-preservation. Need- 
less to say, such a development would com- 
plicate the future of many gas utilities. 


As far as the present priority practice is 
concerned, the gas industry has been fairly 
fortunate. The outline of OPM priorities avail- 
able to gas utilities, presented in this issue 
(page 553), shows that the OPM, generally 
speaking, appreciates the vital character of 
gas service. But notwithstanding the avail- 
ability of such priority ratings, this study 
shows that there are practical difficulties 
looming on the horizon as a result of actual 
material shortages. 


¥ 


" igrone emergency problems of the gas in- 
dustry are discussed in the opening article 
by T. N. SAnpiFer, Washington newspaper- 
man. It is clear that there_is great confusion 
in the nation’s capital about many matters of 
defense policy which collaterally affect the 
gas industry. For example, is there a gasoline 
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RILEY STEAM GENERATING UNIT 


Outstanding American 
Lignite Burning Installation 


OTTER TAIL POWER COMPANY, Wahpeton, N. D. 


130,000 Ibs. steam/hour, 650 Ibs. design pressure, 825° F steam temp. 
Unit burns North Dakota Lignite at 82% Efficiency. 


Riley Boiler, Superheater, Steam-temperature Control, Economizer, 
Air Heater, Water Cooled Furnace, Steel Clad Setting, Riley 
Harrington Stoker. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST. LOUIS = CINCINNATI HOUSTON CHICAGO 8ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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8 PAGES WITH THE EDITORS (Continued) 


shortage or is this bugaboo simply “pipe-line 
propaganda” brewed by Secretary Ickes with 
a background of oil companies seeking cheaper 
transportation service than the use of railroad 
tank cars will permit? If there is a shortage 
of petroleum reserves this winter, gas com- 
panies will be called upon to meet greater de- 
mands for space heating than have ever been 
placed upon them before. 


But obviously the gas companies would like 
to be sure before tuning up at the expense of 
rapidly dwindling stocks and materials for a 
volume of business which may not come. 
Again, if oil pipe lines are to be built, it stands 
to reason that there will be deducted so much 
steel from existing supplies which might other- 
wise be available for expansion of natural gas 
pipe lines. Truly, 1941 is a puzzling year for 
the gas industry, and its members who meet 
in Atlantic City this month will have plenty to 
talk about and worry about. 


3UT in spite of it all we feel sure that there 
will always be a gas industry. It has come 
back before, vigorous and red-blooded, from 
economic shocks which might have easily de- 
stroyed a less valiant and weaker organized 
industrial group. The habit of taking ups and 
downs as part of a day’s work has become so 
much a part of the gas industry morale that 
there is no one, inside or outside of the indus- 
try, who does not expect it to come through 
all right and solve its problems in one way 
or another. 


¥ 


C. Hasprouck, whose article entitled 

e “The Problem of Accounting for De- 
preciation” begins on page 535, has been active 
in the field of public utility accounting for 
more than thirty years. Soon after his gradua- 
tion from Cornell University he was appointed 
to the staff of the New York Public Service 
Commission, second district, in what was then 
its division of statistics and accounts. In 1913 
he became chief of the division, and when the 
first and second district commissions were con- 
solidated in April, 1921, he continued in prac- 
tically the same duties, having the title of 
deputy chief accountant in charge of the ac- 
counting and statistical work of the Albany 
office of the commission. 


Since November 1, 1921, he has been en- 
gaged in consulting and administrative ac- 
counting work, chiefly for the properties of 
the Associated Gas and Electric system. He is 
at present on the staff of Atlantic Utility Serv- 
ice Corporation, which renders specialized 
service to the various units of the system. Mr. 
Hasprouck has also been active in association 
and committee work, especially with respect 
to accounting matters, in the American Gas 
Association and Edison Electric Institute. 
While connected with the New York Public 
Service Commission staff, he was similarly ac- 
tive in committee work and, special studies for 
the National Association of Railroad and 
Utilities Commissioners. 
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C. EMERY TROXEL 


Will the emergency make a difference in the 
technique of rate regulation? 


(SEE Pace 524) 


tsa earlier hearings before the House 
Banking and Currency Committee on the 
administration’s price control bill, Leon Hen- 
derson said that utility rates did not come 
within the purview of the bill. This is because 
utilities are already regulated by special com- 
missions; also because the type of general 
price control which My. Henderson visualizes 
will not include the conventional return-on- 
valuation technique which is the established 
utility regulatory practice. 


But Mr. Henderson’s remarks along this 
line raise a question: Will utility rate fixing 
during the emergency follow conventional 
lines ? Or will there be some disposition to take 
short cuts or work out rule-of-thumb for- 
mulz which might be necessary during a period 
of violent cost fluctuation? 


In this issue (page 524) C. Emery TROxEL, 
assistant professor of economies at Wayne 
University, Detroit, Michigan, examines the 
problem of controlling utility rates during a 
war-time emergency. Mr. TroxEL was born 
and educated in Iowa (Ph.D., ’35, University 
of Iowa) and has previously been associated 
with the faculties of the universities of North 
Dakota and Chattanooga. 


¥ 


MPORTANT decisions preprinted from Pub- 
I lic Utilities Reports may be found in the 
back of this issue. 


THE next number of this magazine will be 
out November 6th. 


Ie Cdléiorure- 
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GATEWAY TO MODERN UTILITY PROCEDURE 


ROGRESSIVE public utility executives know that 
to maintain the best possible public relations, each 
customer must be dealt with on an individual and 


personal basis. 


And, for many years Remington Rand has cooperated with 
the public utility industry in the development of records, 
systems and procedures to enable public utilities to attain 


this concept of service. 


Recently, Remington Rand was privileged to have worked 
with the Michigan Consolidated Gas Company, Detroit, 
in an installation based on the above premises. Now, we are 
pleased to announce the creating of a forty-six page brochure, 
which pictures and stories the benefits and results accruing to 
the Michigan Consolidated Gas Company. 


Utility executives are invited to write for a free copy of this 
handsome, interesting volume. Public Utility Division, Rem- 


ington Rand Inc., Buffalo, New York. 
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¥ 


In The March of Events 


Gas issue approved, 562. 

Transfer of TVA headquarters denied, 562. 

FCC not to advocate daylight saving, 562. 

Seaway delay “grave error,” 562. 

Indictments stand, 563. 

TVA power consumption drops, 563. 

Conflicting views on adequacy of power sup- 
ply, 563. ‘ 

Civil employees vote strike use, 564. 

News throughout the states, 564. 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 65-128, from 40 PUR(NS) 
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B: 
New steam electric gen- 
erating station of N. Y. 
State Electric and Gas 
Corp. at Dresden,N.Y., 
on shore of LakeSeneca. 


HE NEW DRESDEN STATION of the 

New York State Electric and Gas 
Corporation is another of the growing 
list of great plants whose boiler plant 
efficiency is maintained by Vulcan Soot 
Blowers. The two 110,000-lb. Foster 
Wheeler boilers are kept clean and free 
of ash accumulations by the thorough 
blowing action of their Vulcan Soot 
Blowers. The scientifically engineered 
design of the slowly rotating heads and 
the alloy heat-resisting compression 
type bearings assure thorough clean- 
ing and insure longer life of the equip- 


ment itself. 


SOOT BLOWERS | 
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WALTER D. FULLER 
President, National Association 
of Manufacturers. 


EpitorIAL STATEMENT 
Nation’s Business. 


WENDELL L. WILLKIE 
Former president, Commonwealth 
& Southern Corporation. 


Ray C. WiLson 
President, National Association 
of Credit Men. 


STATEMENT 
National Association of 
Manufacturers. 


GANSON PURCELL 
Commissioner, Securities and Ex- 
change Commission. 


Excerpt from report of general 
executive board, United Electrical, 
Radio, and Machine Workers of 

America. 


THURMAN ARNOLD 
Assistant Attorney General. 


Harry F. Byrp 
U. S. Senator from Virginia. 


ALBert W. HAWKES 
President, United States Chamber 
of Commerce. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNTAIGNE 





“Government labor policy is little short of chaotic,” 


¥ 


“‘Why-didn't-yuh?’ is in danger of becoming a key 
word in the defense program.” 


y 
“The cure for a bad defense program is not more 
opposition, but more support.” 
@ 
“Credit is the foundation of American industry. Its 
abolition could only lead to disaster.” 
# 


“No labor dispute can be solved by government seizure; 
this is merely sponging a leak which some day may become 
a flood.” q 


¥ 


“The increase in business specialization will result in an 
increase in special laws, which in turn will call for spe- 
cialized administration of laws.” 


¥ 


“Only labor has the vitality and strength to offset the 
weaknesses in our government that have developed 
through too much big business domination.” 


¥ 


“The labor union restrictions, which have nothing to do 
with wages, or hours, or conditions of labor, are today 
costing the American consumer over $1,000,000,000.” 


¥ 


“It is possible and probable that our defense effort and 
aid to other democracies, even without involvement in 
the war, may reach the colossal sum of $100,000,000,000.” 


¥ 


“The right to work is equally sacred with the right to 
quit work or strike. Unless both are“fully supported by 
capital and labor and the public, there is ‘ittle hope of free 
men remaining free.” 


12 
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FIGURES 


-the lifeblood of ‘] 
| b defense production * 


Coursing through the veins of all vital 
defense industries are the figures that 
keep materials and parts moving toward 
scheduled assembly points . . . insure the 
prompt payment of labor... and furnish 
management with statistics for prompt 
decisions, quick action. 


Today — when minutes count — both 
government agencies and defense 
industries are meeting their figuring 
and accounting needs with various types 
of Burroughs machines that furnish the 
vital figures and records in less time, with 
- less effort, and at less cost. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


* * * 


jodays Burroughs 


DOES THE WORK IN LESS TIME—WITH LESS EFFORT—AT LESS COST 
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REMARKABLE REMARKS—( Continued) 


ALFrep M. LANDON 
Former governor of Kansas. 


Joun W. Hooper 
Controller, American Machine 
& Foundry Company. 


Joun L, Lewis 
President, United Mine Workers 
of America. 


VircIL JoRDON 
President, National Industrial 
Conference Board, Inc. 


EpITORIAL STATEMENT 
Seattle Daily Times. 


ALAN MacDoNnatp 
Newspaperman. 


Tuomas Roy JONES 
Chairman, National Association of 
Manufacturers’ committee on em- 

ployment relations. 
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“Unless industry, labor, agriculture, finance, and politi. — 


cal leadership are willing and able to coOperate in the 
post-war period, the only answer to the post-war prob. 
lems will be a complete regimentation by government— 
and a personal, one-man government, at that.” 


¥ 


“The singling out of a specific industry [radio broad. . 


casting] for special taxation of its gross income, allegedly 
justified because it is operating under a special government 
privilege, is alarming to many businesses operating in 
whole or in part under government franchise.” 


¥ 


“What benefits can we [labor] hope for if the govern- 
ment joins with us on the one hand to stabilize the coal 
industry, and then immediately sets about to displace 
coal for the generation of electricity and build a water- 
way [St. Lawrence] as an inducement to foreign coals?” 


¥ 


“This war is no WPA project. We can’t take it or 
leave it. It has to be won or it will be lost, and everything 
about our life for the future in this country will go with 
the outcome. The time for all political parlor games and 
academic charades with which we amused ourselves during 
the past eight years is gone.” 


v4 


“This is the richest and most resourceful country on 
earth; a country still free from war, overflowing with 
man power, and filled with good purpose. To talk of short- 
ages in a country so aptly equipped to meet its own needs 
and to help others, is to talk in strange riddles ; a shameful 
reflection upon the country’s management.” 


¥ 


“It is apparently not difficult to sell the people the idea 
that forests are truly a public utility, supplying us not 
only manifold defense and domestic materials but also 
the means of vital watershed and stream maintenance and 
the best of our vacation facilities. Forests are, moreover, 
so vulnerable to the ravages of nature and the greed and 
carelessness of man that their preservation is far beyond 
the control of private owners,” 


¥ 


“c 


. neither management nor labor is wholly in error 
where industrial disputes are concerned. Political con- 
siderations have been permitted to precede the legitimate 
rights of both workmen and managers. Had government 
been as zealous in guarding the right to work as it has 
the right to strike, a genuine, workable labor policy would 
have been evolved long before this defense crisis struck 
with its terrific impact upon our economy.” 
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lo superstructure nec- 


gir gap between phases. 
Buses can be round or 
square as shown below. 























All stresses taken by mounting 
frame with insulators in compres- 
sion loading under all conditions. 


Gasketed covers are housings only, 
—take none of the stress. 


Installation and adjustment made 
before covers are put on. 


Housing covers can be removed 
easily for inspection. 











€ METAL ENCLOSED 
BUS—Eniminates 


Interphase Shorts. 
Expensive equipment investments may now be safe-guarded 
from interphase shorts often due to dust pocket flashovers 
in congested areas where buses are exposed, or due to 


support structure failure. Here is a new outstanding design 


consistent in cost with any type of bus structure. 


RAILWAY ano INDUSTRIAL ENGINEERING CO. 
GREENSBURG, PA... .... In Canada, EASTERN POWER DEVICES, Ltd., TORONTO 
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A MESSAGE 


TO YOU... 


Defense Savings Bonds and Stamps give 
us all a way to take a direct part in building 
the defenses of our country—an American 
way to find the billions needed for National 
Defense. i, 


The United States is today, as it has always 
been, the best investment in the world. This 
is an opportunity for each citizen to buy a 
share in America. 


We print this message in the cause of 
Defense. | 


AMERICAN GAS ASSOCIATION 
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No. 22 of a Series 


ODERN STEAM GENERATING UNITS 
—ecouBaTea ESO COMPANY 


| SOLIDATED E 
COM e OF NEW 






YORK, INC. 


ATION 







SHERMAN CREEK ST 


y—!,000,000 lb. per hr. 
e—1800 |b. 
ture—955 F 





Capacit 
Design Pressur 
Total Steam Tempera 

















The sectional elevation at the right shows 


—| 
a C-E Unit now under construction for 
Sherman Creek Station of the Consoli- 
dated Edison Company of New York, Inc. 
C-E equipment includes a Type VE Boiler, 
Water-Cooled Furnace — Slagging Type, 
Bowl Mills, Tangential Burners, Elesco 
Superheaters — 'I'wo-Stage Type and 












Eleseo Economizer. Air Heaters are of 
the Ljungstrom Regenerative Type. This 
new unit for the Sherman Creek Station 
is one of the two units in the world de- 
signed for a continuous capacity of 
1,000,000 Ib. of steam per hr. It is the 
only unit of this capacity designed for 
pressure above 1400 psi. 
eo 8@ @ 
Many of the most notable steam generating units 
of the present day have been designed by Com- 
bustion Engineering. They include eight of the 
ten units in the world which are capable of 
producing 1,000,000 Jb. of steam per hr.; also 
the boilers most recently installed in the world’s 
—— utility, industrial and central heating 
plants, 






















C-E Products include all types of 
BOILERS ® FURNACES © PULVERIZED FUEL EQUIPMENT ® STOKERS 
SUPERHEATERS @ ECONOMIZERS @ AIR HEATERS 






COMBUSTION & ENGINEERING 


200 MADISON AVENUE, NEW YORK, N.Y. 





A-618 
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No. 1 Route to Lower Transportation Costs 


ODAY, as never before, America faces the need 

to move men and materials quickly and eco- 
nomically. Our automotive transportation system 
is meeting a large and important part of that need 
with a degree of capacity, speed, flexibility and 
efficiency that never has been attained before, and 
that has no equal in the world. Continuous and 
correlated improvements in fuels and engines by 
the petroleum and automotive industries have re- 
sulted in performance and economy gains which 
have contributed much toward the development of 
automotive transportation to its present position. 
It is to the advantage of every commercial ve- 
hicle operator to make sure that he is realizing full 
benefits from today’s better fuels and engines, 
which provide the Number 1 route to still better 
and more economical transportation. 


The chart at theright showshowrefiners, through 
the use of new refining methods and anti-knock 
fluids, have continuously raised the anti-knock 
quality (octane number) of regular gasoline. 


By using today’s better gasolines in modern 
high compression engines or in older engines that 
have been modernized to take advantage -of to- 
day’s gasoline, many fleet operators have been able 
to reduce their costs per ton-mile or passenger-mile. 
For in addition to gains in mileage, operators re- 
port gains in operating speed, schedule time or pay- 
load. 

Ethyl] engineers are assisting fleet operators to 
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make the most of modern gasoline. Just as they 
work with the automotive and petroleum indus- 
tries to improve engines and fuels, so they coop- 
erate with commercial operators to help them re- 
alize in practical operation the progress made in 
the laboratory and on the proving ground. 

For information as to how Ethyl] engineers can 
help you take advantage of better gasolines, write 
to Fleet Division, Ethyl Gasoline Corporation, 
Chrysler Building, New York City. 


TREND IN ANTIKNOCK VALUE OF 
REGULAR GASOLINES SOLD IN 
THE UNITED 1936-1941 


THIS UPWARD TREND of gasoline anti-knock quality can help bring 
transportation costs down. Each improvement offers commercial 
operators an opportunity for better and more economical operation. 





Better and more economical transportation through 


ETHYL RESEARCH and SERVICE 
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Our Best Wishes for a successful meeting are 
sent to delegates and guests attending 
| the 23rd Annual Convention 
of the 


AMERICAN GAS ASSOCIATION 
Atlantic City, N. J., Oct. 20-22, 1941 








THE PEOPLES NATURAL GAS COMPANY 
PEOPLES GAS BUILDING 
PITTSBURGH, PA. 

















DID YOU FORGET, sary 
SOMETHING = 
IMPORTANT TODAY 


Let Wem / de 


REMEMBER FOR YOU, 


Heath V egetation Surveys 


TO-DAY 
HEATH TREE SERVICE INC. 


. +» Perhaps it was a Sales Meet- 
ing... an appointment with that 
“hard-to-land'' prospect or an im- 
portant business contract which 
meant extra dollars for you. It's 
so easy to forget the hundred and 
one little details that arise during 


can assure you of a Vegetation 
Survey to locate your gas leaks in 
1942 because our specially trained 


the course of a busy week crowded 
with social and business appoint- 
ments. That's why thousands of 
business and professional people 
as well as Government officials de- 
pend on the world-famous MEM 
INDEX "Pocket Memory"'.. . the 
visible automatic memory system 
on cards! And that's why you too 
will never be without it — once 


you've used it, - 
COMPLETE OUTFIT 
consisting of genuine leather pocket 
case and handy desk $ 4 
unit with a full year’s bd 
: supply of dated cards 
== es for ass little as and up 


Write for Free Folder—"MEMORY ON CARDS" 
WILSON MEM INDEX CO., 144 St. Paul St., Rochester, N. Y. 











personnel has so far not been af- 
fected by the present emergency. 
However, we urge that you get 
your order in early although work 
will not start until June, 1942. 
Several hundred companies use 
our service. Please indicate your 
desire NOW, by writing to 


HEATH TREE SERVICE INC. 
572 Washington Street 
Wellesley, Massachusetts 
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DISTRIBUTORS IN 


HE PERMANENT character of 

the Durant Insulated Piping 
System is not based solely on the 
design of the factory-fabricated 
units. Full consideration has been 
given to the varied requirements 
of field assembly. The accompany- 
ing installation photographs of a 
two-pipeline anchor are illustra- 
tive of the engineered adaptability 
of the D.I.P. system. 


In the large illustration, the two 


FOR UNDERGROUND PIPE LINE: 





insulated joints are being sealed 
with asphalt a full inch thick. 
After pouring, the pipes with steel 
anchoring channels are encased 
in mass concrete to provide the 
inexpensive, effective anchor 
shown above. 


Send for the Ehret D.I.P. Booklet. It contains full informa- 
tion on this modern system of underground insulated piping. 


EHRET MAGNESIA MANUFACTURING COMPANY 


VALLEY FORGE 


ALL 


PENNSYLVANIA 


PRINCIPAL 


CITIES 
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“Way back 
in 1941...” 


Bay it’s 1961...and that seemingly 
outine record you make today suddenly 
becomes vitally important. Written today 
bn a permanent L. L. Brown record 
paper, it is there when it’s needed... 
1961, or 2061, for that matter! In these 
days of greater and more frequent inspec- 
ion, permanence in your records is more 
portant than ever before. So is dura- 
bility. Keep them on a paper that will 
stand up under today’s hard, fast wear 
and tear! To thousands of bankers, busi- 
ness men, and accountants, that means an 
. L. Brown record paper. 


our printer will show you the many ad- 
vantages of these finest papers . . . their 
perfect surface for any kind of writing, for 
flawless erasure and re-writing. He will 
tell you that their uniformity and dura- 
bility result from nearly a hundred years 
of fine paper making. Ask him to supply 


your record forms and books on L. L. 
Brown record papers. Their advantages 
are yours at no extra cost in comparison 
with papers of similar rag percentage 
...at a fraction more than for cheap 
papers. 


... for your correspondence! 

Ask your printer, too, to show you your 
letterhead on L. L. Brown bonds. The 
minute your fingers appraise the crisp, 
substantial body of these fine letter pa- 
pers, you’ll understand why they repre- 
sent you so favorably to your clients and 
customers! 


FREE! ... This newest L. L. Brown booklet (reading time about 8 minutes) shows 
you how to get superior records, more impressive stationery at microscopic . 
if any... extra cost. Write today—please ask for booklet B, “MUCH for a mite.” 
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L: L: BROWN c tect 
Established in 1849 


Adams, Massachusetts 
Papers for Dependable Records, Impressive Correspondence 
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In the effort of the national defense pro- 
gram to produce a stronger, healthier, un- 
conquerable America, this industry — 
dealer, utility and appliance manufacturer 
alike—can be counted on, as always, to do 
its part. 

And there is much to be done. Great 
strides have been made in educating the 
public to the importance of minerals and 
vitamins in the daily diet. But those 
minerals and vitamins must reach the table 
—and reach it in so attractive and palata- 
ble a form that they will be consumed! 

The secret is proper cooking. Behind 
that, proper equipment. And behind that, 


Measured Heat. In the interest of a health. 
ier America, Robertshaw has prepared a 
complete Educational Service — profusely 
illustrated, clearly written-—which will 
demonstrate immediately to your customers 
the importance of Measured Heat in cook- 
ing. A set is yours for the asking. Write 
to us today. 
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Public Service antends tts best wishes te the 
membens of. the yomeican Gas Jhssochation 
assembled for convention in plhantic (tty 
October 20 te 24. 
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PUBLIC SERVICE ELECTRIC AND GAS COMPANY 


A-8547 
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We, , GBD 


i 7. 7h service can give im- 


portant aid to utilities contem- 
plating new equipment purchases 
for either replacement or neces- 
sary expansion. 


All of our extensive facilities 
are at your command... plus an 
experienced, specially trained 
staff to help you meet nearly all 
the testing problems which con- 
front the modern utility. 


We supplement your own re- 
search department. We check 
performance and quality of new 
equipment against your own 
specifications before installation 

. help you save needless waste 
and expense ... and you avoid 
heavy investment in special test- 
ing equipment. 


Know by Test! 


ELECTRICAL 
TESTING 


LABORATORIES 
East End Avenue and 79th Street 


New York, N. Y. 


coneceeeeezees: Send for your copy foday sess 4 








Don’t get into a jam with the wage g 
hour inspectors. Today there are sey 
times as many field men as a year a 
They are looking for errors in reo 
keeping, for violations of minimum-wage 
overtime, unnecessary exemptions, 


Inspectors report that most employe 
mean to comply, that the tremend 
number of violations are the result of j 
accurate information. Be certain that ye 
are right, that you have the correct an 
latest regulations and interpretations, 


Wage and Hour Manual (1941 Edition 
is just coming off the press. It goes int 
every regional office of the Wage a 
Hour Division. This Manual is so wel 
organized, so complete and thorough that 
it is used by the Division in trainin 
new inspectors. 


Widely Used 
Already over 4000 corporations have 
ordered this new, up-to-date summary of 
all phases of wage and hour regulations. 


Over 300 specific questions are of 
ficially answered, can save you much en: 
barrassment and explanation. 


Bureau of National Affairs, Inc. 
2225 M Street, N. W., Washington, D. C. 


Send me the 1941 Edition of Wage and Hour 
Manual at $5.00 


( ) $5.00 is enclosed. Or ( ) Send C.0.D. 
and I’ll pay the few extra cents collection 
charge. 


PORNO? 5.5 55 oocreeeer Business 
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eng And now with EASY-SHIFT 
The Timken 2-SPEED AXLE 
Performs better than ever! 








ations, 


are of 
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f Timken 2-Speed Double Reduction Axles have been saving time and 

money for truck owners for a long, long time. And now, with the new 

Timken Easy-Shift, providing unbelievably easy shifting, you can enjoy 

to the fullest extent all the performance advantages of the 2-Speed Rear 

Axle. Mechanically simple and rugged, Easy-Shift minimizes speed loss 

in shifting on upgrades and eliminates shock loads from sudden clutch 

engagement. You can shift without declutching! And now, truck manu- 

facturers can make available for the first time, remote control power 

shifting — vacuum, compressed air or mechanical — with 2-Speed Axles, 

thanks to Easy-Shift! Drivers and owners alike are enthusiastic about 

Timken 2-Speed Double Reduction Axles with Timken Easy-Shift! Specify ra i: 

pouste AQ’ REDUCTION DRI 


this Timken equipment on your next truck! PS 
8 
THE TIMKEN-DETROIT AXLE CO., DETROIT, MICHIGAN y - SPEED 


WISCONSIN AXLE DIVISION, OSHKOSH, WISCONSIN 
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ALL T Y:PESOF AMERICAN HOMES 


FOR OIL BURNERS 


FOR GAS BURN; 


MERCOID HAS PIONEERED THE DESIGN AND DEVELOPMENT OF CONTROLS FOR DOMESTIC AUTOMATIC 
HEAT, AND TODAY THEY ARE FOUND IN TENS OF THOUSANDS OF HOMES THROUGHOUT THE COUNTRY 





710 
Teepe’ ‘ 


z ate, - mi R tlic 
GENERAL: INDU LRY AMMUNITION PLA 


| 


| ef ily, 


aOUILTTEAS Ht 7 


aa in 


STEEL IN D@ST 


AUTOMATIC CONTROLS 
are meeling 


AMERICA'S 
NATIONAL DEFENSE 
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HAS BEEN PUBLICLY STATED 


NOT USING A MERCOID CON. 
TROL SOMEWHERE 

lost are on vital applications in the 
pnirol of temperature and pressure; 
© on automatic mechanical opera- 
ions. ¢ The time proven accuracy 
d dependable operation of Mercoid 
ontrols make them indispensable dur- 
this time of National Emergency. 





MERCOID HERMETICALLY SEALED MERCURY SWITCHES 
ARE USED EXCLUSIVELY IN ALL MERCOID CONTROLS 
The initial cost is slightly higher than the average type of switches 
used in controls, but they save on the elimination of service expense, 
as there is infinitely less chance for contact trouble. They assure 
longer control life. ¢ A Mercoid switch cannot be affected by dust, 
dirt or corrosion. @ First illustration above, is a new light operated 
switch—the Mercoid Visaflame. This device has revolutionized the 
control of domestic and industrial oil burners. The second one 
shows the snap-action tilting type. Last one, the magnetic stationary 
type. @ Mercoid switches are extensively used in many applications. 
© For further information see Mercoid catalog. 


The Mercoid Corporation * 4233 Belmont Avenue * Chicago, Illinois 


WAR ON WASTE 
is essential when the Nation's man 
power and resources are engaged in 
the important task of building up.a 
strong national defense. Mercoid Con 
trols are especially suitable for carry 
ing on a successful “war on waste” 
program wherever automatic controls 
are involved. They are built to endure 
and practically require no service at 
tention after they are once installed. 
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GREET INGS and best wishes to the 
Gas Utility Industry on the occasion 
of The American Gas Association’s 
Twenty-third Annual Convention at 
Atlantic City, N. J., October 20-22, 
1941. 





MICHIGAN CONSOLIDATED GAS COMPANY 


DETROIT GRAND RAPIDS MUSKEGON ANN ARBOR 
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CRESCENT 








IMPERIAL PORTABLE 
AND 


IMPERIAL WELDING 
CABLES 


are doing their part in speed- 
ing up the defense effort. 
Covered with a TOUGH tire- 
tread jacket of highest quality 
mold-cured rubber, these 
cables are being increasingly 
used on welding jobs and for 
other work where tough, Flex- 


ible cables are required. 


CRESCENT INSULATED WIRE & CABLE CO. 


D CRESCENT 


_ WIRE and CABLE 
Factory: TRENTON, N. J.— Stoéks in Principat Cities. | 
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SHORT HANDED ? 


oy: i te) These days, trained help gets scarcer 


and work is still more pressing— 
[) { i} i} Q yet good management needs and de- 
mands more complete data, quicker. 


M | RACLE M ETH ODS ! What to do? Thousands have found 


the answer in Ditto methods. 
With Ditto in charge of your 
accounting, payroll, production, 
engineering, purchasing, routines 
and accumulative reports, NOTH- 
BE PREPARED! ING EVERIS RE-WRITTEN. Hu- 
; man and machine error are impos- 
Be informed! Send for stud- : : 
ies, forms and manual of sible. The wanted data is complete. 
methods in actual use, prov- The routines go through, as a rule, 
ing Ditto’s speed and econ- ‘ A : 
omy!... DITTO, Inc., 644 S. in half the time. ... And that’s the 
OakleyBlvd.,Chicago,U.S.A. answer to today’s needs!... Get 
the answer! Mail the coupon now 
—while you’re thinking about it. 
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DITTO, Inc. 

6448S. Oakley Blvd., Chicago 

Gentlemen: Without obligation please send me: 

( ) New Ditto Machine Data 

( ) “Copies—Their Place in Business” 

( ) “A New Trend in Accounting—Order-Billing” 

GELATIN AND LIQUID ( ) Arrange a Ditto demonstration for me 
ACHINES— Because 

Ditto leads, Ditto of- 

ers most advanced 

ypes of both gelatin 

and liquid duplicators. 
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Greetings 
to the 
American Gas Association Convention 
Atlantic City, N. J. 
October 20-22, 1941 


from the 


MINNEAPOLIS Gas Licut CoMPANY 
MINNEAPOLIS, MINNESOTA 




















SPRAGUE COMBINATION METER-REGULATOR ‘ 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 


For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 
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Customer Usage Data 
© At Lower Cost ein Less Time 
eWith Greater Accuracy 





THE ONE-STEP METHOD 





OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work to an average of one-fifth of a cent per item, but have obtained 
monthly or annual bill-frequency tables in a few days instead of weeks and months. 





@ Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Boston Chicago Detroit Montreal Toronto 
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HE plans called for special, heavy duty 
headers. The specifications were tough... 
predetermined strength . . . difficult curves 
and angles... exacting thermal characteris- 
tics... dimensional precision . . . delivery on 
a tight schedule. 

Grinnell engineers have plenty of experi- 
ence in handling these complicated assign- 
ments. Rough layouts of plant requirements 
were immediately interpreted in terms of 
alloy steel piping, accurate forming and 
welding, margins of safety, and underwriters’ 


A — 


HOW? 


menue 


. a 








inspection. Conveniently located Grinnell 
plants then speedily prefabricated these and 
other sub-assemblies. And, promptly on 
delivery date, the complete installation was 
on the job... ready for erection. 

This is only one of many examples of 
“knowing how” that prompts leading engi- 
neers to say, “Give the plans to Grinnell”! 
Write for detailed manual on Grinnell Pre- 
fabricated Piping. Grinnell Company, Inc., 
Executive Offices, Providence, Rhode Island. 
Branch offices in principal cities. 
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WHENEVER PIPING is INVOLVED 
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TURBINES WITH A REPUTATION 


For sturdy service whether the going be tough or easy- These 
Elliott auxiliary drive units have proven their case in many 
hundreds of installations — have earned the respect and favor 
of power plant men everywhere. Available for any power need, 
pressure, temperature condition. Geared units for low-speed drives. 


Descriptive bulletins on request 


ELLIOTT COMPANY 
[o 


Steam Turbine Dept., JEANNETTE, PA. 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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Attilities Almanack 


- OCTOBER 2 


> 


4 Society of Automotive Engineers starts meeting, Tulsa, Okla., 1941. 
{Virginia Independent Telephone Asso. opens convention, Roanoke, Va., 1941. 


9 American Gas Association ends convention, Atlantic City, N. J., 
{ American Welding Society concludes joint meeting, Philadelphia, ~ 1941. 


> ema Water Works Association, California Section, ends meeting, Fresno, Cal., 


q em Public Works Association begins 47th annual conference, New Orleans, La., 


9 National Elec. Manufacturers Asso. starts meeting, New York, N. Y., 1941. £;) 
qN. C. Independent Telephone Asso. convenes, Southern Pines, N. C., 1941. 


q Florida Telephone Association will hold meeting, Lakeland, Fla., Nov. 7, 8, 1941. 


Te Southeastern Gas Association will pool meeting with Institute for Gas Plant 
Operators, Raleigh, N. C., Nov. 13, 14, 


i agge Research Council opens conference on electrical insulation, Williamsburg, 
a., 2 


T meric Society of Civil Engineers, Texas Section, opens meeting, Fort Worth, 
ex. 


9 NOVEMBER =e 


q National Rivers and Harbors Congress will convene, Miami, Fla., Nov. 13, 14, 1941. 


q National Industrial Council will convene, New York, N. Y., Dec. 1, 2, 1941. 


qzé iy age Society of Western Pennsylvania convenes, Hae sea Pa., 1941. 
qS. C. Independent Telephone Asso. meets, Myrtle Beach, S. ¢., 1941. 


| American Society of Mechanical Engineers will hold meeting, New York, N. Y, 
Dec. 1-5, 1941. 


q Central West Shippers Advisory Board will hold convention, Sioux City, Iowa, Dec. 
9, 10, 1941. 
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OcTOBER 23, 1941 


How the Emergency Affects 


The Gas Utilities 


Obstacles to obtaining adequate supplies of steel 
pipe, compressors, meters, and other equipment. 


The executives of the industry, harassed by the priorities situation, 

relieved somewhat by OPM’s Maintenance, Repair, and Supplies Order, 

which serves to anchor some of the more difficult problems for a time, 

giving the industry a chance to get its bearings until some further shift 
is indicated. 


By T. N. SANDIFER 


HOUGH not necessarily a mili- 
tary set, members of the gas util- 
ities throughout the United 
States have been for months excellent- 
ly situated to appreciate the plight 
of a military commander operating 
against an enemy force of unknown 
strength, and with both flanks in the 
air—meaning in the open, where any- 
thing might happen to them. 
Temporarily at least—and it prob- 
ably is fair to say, for the first time 
since the emergency—they have been 
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removed from this category by the 
OPM’s Maintenance, Repair, and Sup- 
plies Order which was drawn partic- 
ularly to cover utilities, including gas. 
For details, see page 553, et seq. 
Promulgated after several false 
starts it serves at least to orientate the 
gas industries’ harassed executives 
who have in many instances been 
forced to flounder around in a situation 
that admittedly was not very clear to 
them, composed as it was of a maze 
of priorities on everything that the gas 
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utilities needed, of regulations as to 
who was to be served first, if at all, 
and a tangle of Washington procedure 
that made ordinary red tape look like 
a daisy chain by comparison. 

The initial reaction to the current 
order, therefore, has been very favor- 
able. It answered many questions, and 
it definitely said what was to be what, 
so far as utilities are involved in the 
defense situation, which they are, up 
to the tops. First, with an estimated 
increased demand for natural gas at 
15 per cent for the current year, it is 
very evident under the terms of the 
order that such demand will be met by 
expansion of facilities only in the case 
of defense needs, with certain qualifi- 
cations. 


— going into these modifica- 
tions, however, some preliminary 
analysis of the order itself is pertinent. 
To begin with, it succeeds an abortive 
plan of OPM of early August, which 
scarcely became known to the industry 
as it never became operative. Highly 
satisfactory at the time, and under- 
stood to have been drafted in collab- 
oration with thoroughly informed 
representatives of both gas and other 
utilities concerned, it gave place to a 
subsequent proposal that failed to in- 
clude utilities at all, which likewise got 
nowhere. 

This was at a time when the gas 
industry was already feeling the im- 
pact of defense preparations in curtail- 
ment of materials and supplies, as well 
as through increased demand from 
defense plants for gas services that 
could only be extended to them if 
those supplies were forthcoming. 

Because of obstacles to obtaining 
adequate supplies of steel pipe, com- 
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pressors, meters, and other equipment, 
not only were efforts to expand exist. 
ing facilities delayed, but, in many 
well-known cases in the industry, pro}: 
ects for construction of new pipe lines 
had to be postponed, and even abap. 
doned. 

For two years, as an instance, a cer. 
tain interstate gas pipe-line project 
was bandied about in Washington for 
what were probably considered suff- 
cient reasons, including, in the latter 
part of the period, doubtless, questions 
involving defense policy. The project 
would have piped gas from Louisiana 
fields up to Minnesota. Finally, when 
everything was apparently cleared for 
the program to proceed, the steel pipe 
situation had become acute; and if this 
were not sufficient, it was realized that 
the Louisiana gas no longer was avail- 
able—it was being piped to other and 
more contiguous areas teeming with 
defense production centers. 


N this score gas companies have 

had no illusion for some time— 
in any conflict between a strictly com- 
mercial, civilian consuming popula- 
tion and a defense plant consumer, 
the gas companies have realized that 
the defense need came first. 

For this reason, in established areas 
where both types of customers are be- 
ing served, as demand from defense in- 
creases, and expansion of facilities be- 
comes more difficult, it is quite likely 
that in the homes of such a civilian 
sector the gas flames are going to be 
lower at times, and for that matter, the 
electric lights may flicker a trifle din- 
mer this coming winter. 

Accordingly, the order’s specific 
language on the issue of expansion 
was at least something tangible in a 
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situation that had industry executives 
necessarily doing a lot of guessing: 

“The rating assigned by this order 
cannot be used for plant expansions 
or new improvements, or for expan- 
sion of the service area of the util- 
ees 

In other words, many an ambitious 
new suburb is going to remain in the 
blueprint stage this coming year be- 
cause it is clearly out of the question 
that it will receive either gas or electric 
service if built. Communities over the 
nation already were feeling the strin- 
gency in new construction because of 
other factors, but this would appear 
to put a further and definite limit on 
such plans. 

“However,” the order continues, 
“the rating may be used in some cases 
to provide for connections for new 
consumers to the existing utility sys- 
tem and also for materials needed to 
relieve serious overloads.” 


Pye a fairly liberal interpreta- 
tion, as it is thought this lan- 
guage will be, this qualification gives 
gas companies in settled communities 
considerable latitude. For instance, 
facilities already serving a given area 
can probably be added to, in meeting 
an added load in that area. 

This opens up an interesting prob- 
lem posed to utilities, gas as well as 
others, but particularly gas. Given a 


situation where it is serving a settled 
community on one side, and a mush- 
room defense area on the other, with 
a demand for expansion in both, the 
company can at present, and generally 
speaking, meet only the defense re- 
quirements. Now, what happens when 
the need of that defense-expanded 
service goes, and the community re- 
mains? Has the company lost an op- 
portunity for a permanent increase in 
its business? Have other facilities 
come into use that will preclude an 
expansion of gas utilities there after- 
ward? 

In the case of strictly defense in- 
stallations a form of amortization ap- 
pears to be in practice, and tacitly 
sanctioned. The gas companies in some 
instances are reportedly charging for 
such service at a rate to pay off such 
facilities in a given time of use, which 
if protracted sufficiently would theo- 
retically terminate with the companies 
having balanced their books on this 
particular outlay. 


, ae the demand then ceased, 
the companies might recover, 
through salvage of equipment, pipes 
and other material to compensate to 
some extent the lack of further earn- 
ings on the equipment; on the other 
hand, as in the case of some World 


War communities, demand might 
linger in the form of a settlement built 


e 


tization appears to be in practice, and tacitly sanctioned. The 


q “IN the case of strictly defense installations a form of amor- 


gas companies in some instances are reportedly charging for 
such service at a rate to pay off such facilities in a given time 
of use, which if protracted sufficiently would theoretically 
terminate with the companies having balanced their books 


on this particular outlay.” 
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around a conversion of war industry 
to commercial peace-time operations. 
The matter is getting some study al- 
ready, but not enough to give a conclu- 
sive answer. 

In the meanwhile there is no question 
of the position of the gas industry in 
the present defense program; gas is 
necessary in drying cement, for an- 
nealing steel and other metals, as in 
cartridge manufacture; for generating 
steam in some electric plants; smelting 
and refining of metals and petroleum ; 
heating plant buildings; to supplement 
electric utilities in both heating and 
lighting; for certain types of indus- 
trial air conditioning ; and, of course, 
in connection with emergency housing 
at defense centers. The increasing de- 
mands on power have made utilization 
of gas a necessity in some trades and 
for some purposes not hitherto re- 
quiring it. 

The difficulties prior to the order 
arose, and are still present in a sense, 
from a situation that was summed up 
by George W. Bean, Washington rep- 
resentative of the American Gas Asso- 
ciation, when he pointed out: 

We must take the theoretical position that 
all the critical metals and other vital re- 
sources of the country now belong to the 
United States government. The enterprise 
that we formerly regarded as the owner of 
a business, such as a steel mill, or a brass 
foundry, or a pump manufacturer, is only 
an agent of the government in the contem- 
plation of these times. 

He can sell the goods in his stock only to 
customers designated by the government 
agents; of course he may keep the profits, 
but he must give preference to the cus- 
tomers designated by the government as 


prime defense enterprises in the order of 
their importance. 


Therefore, as has been well known 
these many months by all industry, a 


priorities system was established by 
the President to deal out these mate- 


rials—to defense users first, and to 
others only if there were margins left, 


[ is safe to say that up to recent 
times, many members of the gas 
industry were not entirely familiar, if 
at all, with the workings of this pri- 
ority system, and small wonder. The 
Gas Association headquarters in 
Washington has tried to serve as a 
clearing house, or a link, with the mul- 
titudes of officials and agencies that 
were concerned in the recent past with 
this matter. Otherwise it is common 
knowledge that telegrams at times 
went astray when sent direct to some 
Washington official, especially at 
OPM;; just as often, even when they 
reached the right desk, they went un- 
answered. 

The best evidence of this is the fact 
that almost the first act of general im- 
portance of Donald M. Nelson when 
he assumed the position of executive 
director of that new agency, the Sup- 
ply Priorities and Allocations Board, 
and Director of Priorities, was to stage 
a week-end session with some cor- 
respondence experts he brought in 
from his own office in Chicago, and 
answered or otherwise handled some 
thousands of letters, telegrams, and 
other inquiries from every type of in- 
dustry, that had been piling up for 
weeks at Washington. 

Supplementary to this incident is the 
fact that the new priorities order it- 
self was kicked from desk to desk at 
OPM, so that almost to the date of 
final promulgation few had any more 
idea of its whereabouts than a yokel 
watching for the pea under the gam- 
bler’s three shells at a country fair. 

Forms were issued and withdrawn; 
an immense amount of paper work was 
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Gas Industry in Defense Program 


. there is no question of the position of the gas industry in the present 
ences program; gas 1s necessary in drying cement, for annealing steel 
and other metals, as in cartridge manufacture; for generating steam in 
some electric plants; smelting and refining of metals and petroleum; 
heating plant buildings; to supplement electric utilities in both heating 
and lighting; for certain types of industrial air conditioning; and, of 

course, in connection with emergency housing at defense centers.” 





entailed in getting requests through, 
where they got attention at all. In 
the case of the gas industry the suc- 
cess or rejection of such requests might 
hinge on the showing made in an ap- 
plication as to the defense necessity 
involved, or perhaps not. 

That the situation was not more 
serious can be attributed to the fore- 
handed preparations of the gas indus- 
try in preceding times, in leasing ad- 
ditional gas acreage, extended gather- 
ing lines, looping others, adding com- 
pressors to accelerate deliveries, and in 
other ways anticipating the demands 
that were very shortly to be made on 
it. 


(7 interest attached to the ef- 
fort made to get from OPM, 
later SPAB, an approval of steel pipe 
for a traitscontinental pipe line to ease 
the supposed gasoline shortage in the 
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eastern part of the country, because 
for months pipe-line construction had 
been hampered by the fact that certain 
forms of steel going into pipe were 
needed in the merchant marine con- 
struction program; and Rear Admiral 
Emory Land, chairman of the Mari- 
time Commission, pointed out that it 
was a case of steel plates for his ships, 
or steel for pipes to bring gas for joy- 
riding. Maybe he didn’t put the mat- 
ter quite that way, but that is the way 
SPAB views the proposal at this writ- 
ing. 

The matter is still under study, but 
it is evident that any pipe line built 
now will have to use seamless steel tub- 
ing, or some other material, and not 
nearly in the quantities at first con- 
templated. Reasonably enough it ap- 
pears at this time that if all the high 
pressure back of that effort to get pipe 
failed to move the Washington pow- 
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ers, less spectacular appeais from the 
gas industry can scarcely be more 
promising at the moment, except in de- 
fense plans. 

As OPM explained, in issuing the 
new order : 


The impact of the defense program has 
caused serious shortages in many materials 
and supplies used by utility companies and 
has also greatly increased the load on their 
facilities. A number of companies have ex- 
perienced difficulty not only in obtaining 
supplies for new work but also in obtaining 
materials for repair and maintenance work. 


| this connection a case came up re- 
cently in which a gas company 
sought to buy in certain facilities of an 
older concern no longer active; not in 
the old octopus style which reformers 
of the utilities loved to mention in other 
times, but for a very prosaic reason— 
the company wanted to dig up the pipe 
and other material of the old line and 
use it in a modern installation. It is 
likely that this episode will be repeated 
in other cases as the pressure on the 
material supply increases with winter, 
regardless of whether expansion is for 
defense or commercial operation. The 
plain fact is that until this material sup- 
ply is adjusted, as an effort is now be- 
ing made to do, there is only going to 
be so much stuff at the stockpiles, 
whether priority ratings accompany 
the order or not. 

However, there is little doubt at this 
stage that such an order will be essen- 
tial in any case. Accordingly P-46, 
which is the designation of the OPM 
order under which the utilities will 
obtain supplies henceforth, deserves 
more than passing attention. 

Designed especially, as OPM point- 
ed out, to cover problems which have 
arisen in the utilities field, of which 
only a few have been touched on here, 
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it includes a number of technical pro. 
visions to this purpose. Therefore, as 
OPM has warned, “The order itself 
must be read carefully by all those af. 
fected by it.” 


HIs order permits utilities covered 

by its scope, and their suppliers, 
to use an A-10 rating to facilitate de. 
liveries of maintenance and repair ma- 
terials, operating supplies and equip- 
ment vitally needed for defense and es- 
sential public services. Since many 
utility executives have not had suff- 
cient experience with priorities ratings 
perhaps to evaluate all classifications, 
it might be explained that AA is the 
highest in the scale, reserved for de- 
fense orders of the most urgent char- 
acter, and can only be assigned by the 
Director of Priorities himself. 

The other ratings follow a descend- 
ing scale—A-1-a, 1-b, down to A-1-j, 
with other defense ratings assigned 
to essential industries, running from 
A-1 to A-10; with B ratings assigned 
to straight civilian demands. 

Under the order, utilities which may 
now apply this A-10 rating to certain 
of their requirements are those sup- 
plying electric power directly or indi- 
rectly for general use by the public; 
supplying gas, natural or manufac- 
tured, directly or indirectly for gener- 
al use by the public; supplying water; 
public sanitation services, not includ- 
ing manufacturers of public sanita- 
tion products; central steam-heating 
services for public use. 

The rating can be used to obtain the 
following : 


Maintenance material, needed for 
upkeep of property or equipment in 
sound condition ; repair material, need- 
ed for restoration of equipment and 


520 





] 


prope 
and t 
opera 
gener 
store: 


pense 
_ 
na 
ty or it 
tions O 
The 
keep pt 
workir 
tains | 
and wi 
except 
be seer 
that it 
pandir 
tions. 
As 
mater: 
consti 
systeti 
permi 
in ope 
Agi 
tion h 
Bean, 


HOW THE EMERGENCY AFFECTS THE GAS UTILITIES 


property to sound condition after wear 
and tear, damage, or destruction ; and 
operating supplies, including material 
generally carried in the company’s 
stores and charged to operating ex- 
penses. 


{jane rating can be used for desig- 
nated purposes by either the utili- 
ty or its supplier, subject to the limita- 
tions of the order. 

The order includes provisions to 
keep producers’ inventories at practical 
working minimum levels, but also con- 
tains provisions restricting purchases 
and withdrawals to certain 1940 levels 
except under special conditions. It will 
be seen again, on reading the document, 
that it contains no provisions for ex- 
panding operations, or for new opera- 
tions. 

As broadly read, however, it allows 
materials necessary to connect new 
consumers to the general low pressure 
systerns of producers, and in general, 
permits the use of material necessary 
in operating a service to the public. 

Again referring to the Gas Associa- 
tion headquarters at Washington, Mr. 
Bean, anticipating the general trend of 
the order, stated: 

Every gas utility company not already 
qualified under this order should communi- 
cate with the Washington office in order that 
the necessary copies of the acceptance may 
be forwarded to it because one can never 
foretell an emergency, and a prudent opera- 


tor should forearm himself with the blanket 
A-10 rating this order provides. 


Continuing, he added: 


e 


I must now repeat the warning to mem- 
bers of the gas industry that has been voiced 
by officials of the OPM who are admin- 
istering this order—no member is above 
suspicion and the merest suspicion that a 
member is violating the spirit of this order 
by building up large inventories and back- 
logs of equipment will be sufficient justifi- 
cation for suspension of the rating that had 
been extended to that member, these offi- 
cials say; and if the suspicion is proven 
valid, the rating may be permanently with- 
drawn from the offender. Criminal action 
is even possible in the case of a flagrant and 
deliberate violator. 

He explained that for a utility to 
qualify itself under the new order, to 
communicate with the Washington of- 
fice and get two copies of P-46. The 
utility signs both copies, retains one, 
and sends the other to the AGA at 
Washington which has special arrange- 
ments for registering the utility with 
OPM, and thus putting it under the 


blanket rating. 


i iy making purchases of materials and 
maintenance, he continued, the util- 
ity simply attaches a photostat or other 
reproduction of P-46 to the order to 
suppliers and the supplier accepts the 
order with a preference rating of A-10. 
Theoretically, he explained, a utility 
holding a maintenance and repairs rat- 
ing will be able to obtain an emergency 
A-l-a rating in event of an actual 
breakdown, or one about to occur, by 
telegraphing OPM and explaining the 
nature of the emergency; but this is 
contingent on Mr. Nelson’s promise 
that henceforth communications will 


“UNDER the severe pressure on supplies of steel pipe which, 
as explained earlier, is in direct competition with shipbuild- 
ing needs, Reserve Gas Pipe Line Company postponed its 
project for a 1,406-mile, 26-inch line from its Texas fields to 
New Jersey for distribution of gas in the metropolitan New 


York area.” 
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get an answer within forty-eight hours, 
it should be added. 

As to specific exceptions, which the 
order does not allow, some of these are 
worth noting here. The terms “‘operat- 
ing supplies” or “maintenance” and 
“repair” do not include 

Improvement of a producer’s property or 
equipment through replacement of material 
which is still usable in the existing installa- 
tion, with material of a better kind, quality, 
or design. 

Additions to, or expansion of such prop- 
erty or equipment, other than connection of 
new consumers to the general lowest pres- 
sure, or lowest potential system of the pro- 
ducer, and minor improvements needed for 
relief from serious overload and other minor 
capital additions. ; 

Expansion of the service area of the pro- 
ducer. 


N connection with this scheme doubt- 
less the items on the critical list are 
familiar to most interested parties; 
however, it may be recalled that brass 
and copper are under priority control 
that parallels the restrictions on alum- 
inum, zinc, and lead. Some manufac- 
turers of appliances and equipment, it 
has been noted by AGA, particularly 
meter manufacturers, have encoun- 
tered serious difficulties in obtaining 
supplies of materials that happen to be 
on one or other of these critical lists. A 
gas meter, for instance, contains only 
a small amount of this metal, yet, in 
the aggregate, consumption of brass 
for this purpose runs into thousands of 
pounds. Other metals are in the same 
category. 

Prior to the new utilities order, the 
Panhandle Eastern Pipe Line Com- 
pany, in pursuance to an arrangement 
to supply gas to Flint and a number of 
other Michigan communities lacking 
facilities to manufacture sufficient arti- 
ficial gas to meet the increased demands 
in that booming defense area, was able 
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to place orders for only about 60 per 
cent of its pipe requirements and was 
having difficulties in getting commit. 
ments for the remainder. 

Under the severe pressure on supplies 
of steel pipe which, as explained earli- 
er, is in direct competition with ship- 
building needs, Reserve Gas Pipe Line 
Company postponed its project for a 
1,406-mile, 26-inch line from its Texas 
fields to New Jersey for distribution 
of gas in the metropolitan New York 
area. 


HE fate of the proposed petroleum 

pipe line since that stage of Re- 
serve Gas’ plans, however, makes 
doubtful the prediction earlier that the 
gas pipe line might not be built at all 
in event the petroleum line was fin- 
ished, as the latter could be converted 
to gas piping later. For the present, 
neither line has very optimistic pros- 
pects, unless some release of the neces- 
sary pipe takes place, or an alternative 
pipe is available. Whether the present 
decision not to permit the petroleum 
pipe line to be built will ease the pres- 
sure on anticipated supplies remains to 
be seen. 

Whether or not present restrictions 
will prevent full utilization commer- 
cially of available gas resources, there 
appears to be no question that the in- 
dustry has reserves sufficient for all 
demands now foreseeable. In the light 
of conflicting claims on electric power 
this is perhaps a risky forecast. How- 
ever, the annual report of the Federal 
Power Commission gives the estimated 
reserves as 66 trillion cubic feet, and 
more recent estimate places this as high 
as 85 trillion cubic feet. Accepting the 
first figure, 51.5 trillion are in the cen- 
tral and southern area, 7.0 trillion in 
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California, 6.0 trillion in the eastern 
sates, and 1.5 trillion in the remainder 
of the country. 


- some areas where electric power 
is at a premium and gas is not, as- 
suming existing facilities are normal, 
some substitution of gas equipment for 
heat, light, refrigeration, and other 
utilities is foreseeable, as in other areas 
where a reverse situation might occur. 
At one stage of the crisis in power in 
southern defense areas, for example, 
the TVA, it may be recalled, considered 
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a proposal for piping natural gas in for 
its steam plants, and there was another 
project for piping natural gas to cer- 
tain aluminum and other defense plants 
normally using electricity, to permit 
substitution of gas for some opera- 
tions. 

The whole picture is still moving 
very fast, in other words, and the pres- 
ent order merely serves to anchor some 
of the more difficult problems for the 
time, giving the industries concerned 
a chance to get their bearings until 
some further shift is indicated. 





AVERAGE ANNUAL EXPENDITURE (BY DOLLARS) OF AMERICAN FAMILIES 
FOR UTILITY SERVICES AND OTHER LIVING EXPENSES 


Tele- 

Income Level Food! Shelter! Clothing Transp2 Misc Elec4 Gast phone* 
Under $500 ......... $203 $156 $35 $18 $54 $7 #«2$3 + $1 
SSOOS/5O ones ecccee 310 226 56 33 82 12 5 3 
STSUST OOO... sees 380 294 78 53 109 17 9 4 
$1,000-$1,250 ........ 433 371 100 81 142 21 13 6 
$1 250-GE,500 s 5.56 0.0 487 427 123 107 172 25 15 9 
SE500-SE 750)... sc.ccas 527 489 147 139 210 30 17 12 
$1750 $2,000 «60.060 558 556 164 172 234 33 20 17 
$2,000-$2,500 ........ 617 638 207 222 284 Rs 23 20 
$2,500-$3,000 ........ 690 748 255 266 343 43 27 26 
$3,000-$4,000 ........ 770 906 316 320 417 49 32 30 
$4,000-$5,000 ........ 852 1,081 408 417 518 56 37 35 
$5,000-$10,000 ....... 1,038 1,526 557 570 763 63 50 48 
$10,000-$15,000 ...... 1,214 2,192 829 795 1,067 102 8&4 73 
$15,000-$20,000 ...... 1,785 2,946 1,265 1,318 1,820 ay ans 
$20,000 and over .... 2,261 5,359 2,177 2,178 2,847 a 
All levels .......-- $467 $457 $141 $130 $194 $25 $15 $11 





1 Includes a fractional amount of “imputed money value” for home-grown products, “free” 


housing, fuel and other items. 


2 Includes expenditures for automobiles (original cost and operation) and for other forms of 


transportation. 


3Includes following items: medical care, personal care (toilet articles, etc.), recreation 
(movies, radio, etc.), tobacco, education, gifts, and personal taxes. 
* All utility expenditures have been segregated from the general classification of “Shelter” 


for comparative purposes of this table. 


Source: “Family Expenditures in the United States” (for 1935-1936), released by the National 


Resources Planning Board, October 8, 1941. 
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Control of Utility Rates 
In Wartime 


Need for simple, flexible, and socially desirable 

means of coping with the extraordinary changes in 

the use of resources and general price regulation of 

a national emergency—a suggested method of regu- 
latory procedure. 


By C. EMERY TROXEL 


HERE is much more in war or 

even the preparation for war, 
nearly anyone admits, than sim- 

ply the training of an. Army, the ac- 
quisition of innumerable planes and 
munitions, or the enlargement of the 
Navy. In the frightful scramble tocatch 
up with or outstrip the enemy in equip- 
ment and man power much of the es- 
tablished economic and political life is 
out of gear. These are the “other” ef- 
fects of warfare, made more disturb- 
ing in these times by the immensity, the 
shocking costliness, of any war effort. 
Where once the nation was set on a 
course of enlarging employment in any 
left-handed way, there is no longer a 
shortage of resources and there is, in- 
stead, anxiety about the most efficient 
use of the limited amount of resources. 
Where once buyers obtained goods by 
“paying the price,” there is now a 
OCT. 23, 1941 


shortage of consumer goods, a short- 
age that compels more rationing as 
warfare or the preparation for it is 
stepped up. The changes in the uses of 
men and materials, the elimination of 
the old and the substitution of the new, 
are obvious, and priority control is ac- 
cepted. Likewise, control of consum- 
ers’ demand, even the erasure of some 
of it, is admitted and, in the name of 
rationing, it is practiced. 

But the occasion for price control is 
not always as evident. Control of pro- 
duction is one thing ; but, as far as the 
victims are concerned, the regulation of 
prices, too, is something of another 
color. For proof, one may contrast the 
former opposition to the priority con- 
trol of OPM with the intense concern 
for the price fixing of OPACS. Yet, 
without price regulation, there may be 
galloping inflation. There are smaller 
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CONTROL OF UTILITY RATES IN WARTIME 


mounts of goods to sell and there is 
enlargement of consumer income, a 
rise which may shortly lift the national 
income to a hundred or more billion 
dollars a year. Here is the sellers’ op- 
portunity—the opportunity for every- 
one from farmers to manufacturers— 
to obtain higher prices. Without con- 
trol, race-horse inflation and war are as 
inseparable as love birds. And, worst of 
al, the higher prices do not serve their 
yseful function of another time—the 
function of enlargement of output— 
for production facilities are being 
strained already. 


A a consequence of this upheaval in 
economic life, of this chance of 
explosive inflation, the nation faces 
price control in as many places of com- 
modity ‘shortages as political temper 
tolerates. Without pursuing further the 
timely subject of general price control 
of commodities, it may be noted that 
public utility regulators have some new 
and, perhaps, more vigorous compan- 
ions. The utility commissioners, seeing 
the new and more expeditious forms of 
price control, may give thought to war- 
time changes in the mode of price and 
earnings control of their subjects. In 
any case the question of change, at 
least war-time change, in the traditional 
process of earnings control of utilities 
is raised. Should there be at least tem- 
porary relaxation of prevailing fair 
value, reproduction cost, or deprecia- 
tion-determination features of utility 
regulation ? 

This is a proposition that certainly 
concerns the investors and operators 
of utilities. And, as we shall see, it is 
not certain that all of them will oppose 
it. Even more does it concern the buy- 
ers of utility services, the potential vic- 
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tims of the costly and sometimes per- 
manent effects of inflation of all prices. 


‘ Perhaps the following recommendation 


of a year ago by the consumers divi- 
sion of the National Defense Advisory 
Commission is basis for this discus- 
sion: 

It is in periods of rapidly moving eco- 
nomic forces and events that the need is 
most emphasized for economic, flexible, ef- 
fective mechanisms of control. I commend 
... Very particularly at this time, the elimi- 
nation, in so far as is constitutionally possi- 
ble, of the method of basing utility rates 
upon expensive, delay-producing, erratic re- 
production cost property appraisals, and the 
substitution therefor of methods which 
make use of carefully devised and controlled 
records of actual capital and operating costs, 
coupled with flexible rates of return. 


ee the familiar topic of fair 
value is given war-time colora- 
tion, there are some related facts about 
public utility revenues and expenditures 
which should not escape our attention. 


| eset public utility expenditures on 
plant operation rise before and dur- 
ing the war. No one can say quite how 
much they swell, though the upward 
bias is a virtual certainty. Perhaps they 
do not increase as they did in the last 
war when the country’s price structure 
was seriously out of control and, for 
this reason, was dangerously deficient 
in regulation. Presumably the nation 
expects some fairly general price con- 
trol in the present, the rearmament 
period ; at least it was the avowed inten- 
tion of administration forces to replace 
the bluff of OPACS with a legislative 
blessing. And, further, though fairly 
general price regulation gets a start in 


1 National Association of Railroad and 
Utilities Commissioners, Report of the Com- 
mittee on Progress in Public Utility Regula- 
tion, “Utility Regulation and National De- 
fense,”” December, 1940, p. 129. (The memo- 
randum to the committee contains the views of 
Ben W. Lewis, chief economist.) 


OCT. 23, 1941 





PUBLIC UTILITIES FORTNIGHTLY 


the defense building period, it is very 
likely to be expanded and improved if 
war comes. 

Realization of quite general price 
control, realization of any measure of 
commodity price control, has the ef- 
fect of reducing the increase in utility 
company expenditures. There is some 
promise, therefore, that utility dis- 
bursements need not be increased in the 
most disturbing manner of the last 
war. But, while this price control for 
many commodities is helpful, it does 
not prevent all increases in the expendi- 
tures. The nature of price control may 
be partly responsible for the increases. 
At this moment the administrative 
forces, still believing in much of their 
New Deal, seem to be bent on using the 
defense period as a means of realizing 
easily what was difficult or impossible 
intheir peace-time ventures. Seemingly, 
they want some price increases. They 
are apparently unwilling to invoke price 
control of a number of farm products, 
not even of those being drained off by 
an ever more generous lease-lend pro- 
gram, for here is the first occasion (al- 
most a rescue) for ready boosting, by 
way of Britain, of farm income. Like- 
wise, it is an unparalleled opportunity 
for price lifting by the National Bitu- 
minous Coal Commission. And others, 
such as the many owners of rented 
dwellings, may not suffer severely re- 
strictive price control; there are many 


7 


voters here. In any case, incompletg 
coverage of the price controls leave 
openings for some measure of pricg 
inflation, allowing an accumulation 
spiraling, and fanning out of price in 
creases until utility companies directly 
or indirectly experience higher costs, 


i addition, utility companies them. 
selves face the use of poorer grades 
of labor, materials, and plant. The Se. 
lective Service Act causes some of the 
potential labor supply to be drained off, 
and at the same time draft headquar- 
ters, as a recent FORTNIGHTLY article 
points out, has not yet put utilities in 
the class of strictly defense industries 
so that preferences can be promised to 
the best laborers. Utility companies 
must choose from the less desirable 
laborers to expand or to replace drafted 
utility workers, or, as an alternative, 
they may offer higher wages. They may 
be compelled to offer the higher wages 
anyway, for the highly remunerative 
pay in some defense industries, unless 
it is capped by careful fixation of wage- 
rate maximums, must be recognized in 
the wage policy of utility industries. 
They may be forced in some areas to 
utilize obsolete plants, or stand-by 
equipment may become regular equip- 
ment again. And in many instances the 
strain on the best equipment of a com- 
pany may be accompanied by an in- 
creasing rate of expenditures; 1.e,, 


“UTILITY companies must choose from the less desirable 
laborers to expand or to replace drafted utility workers, or, 
as an alternative, they may offer higher wages. They may 
be compelled to offer the higher wages anyway, for the 
highly remunerative pay in some defense industries, unless 
it 1s capped by careful fixation of wage-rate maximums, 
must be recognized in the wage policy of utility industries.”’ 
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quipment may be operated beyond the 
pint of its greatest efficiency. 


“pa the general efficiency of util- 
ity plant may fall, not because of 
the return of obsolete plants but be- 
guse of the general national defense 
of war program. Poorer grades of 
bor restrict output capacity. The 
priority program for other industries 
makes it more difficult to get tools, 
metals, and numerous other goods, and, 
as a consequence, repairs cannot al- 
ways be quickly or properly made. In 
the language of the field there is a de- 
dine in the per cent condition of utility 
plants. This effect of war on output 
capacity for utilities, as well as a cross- 
section of industries, is inevitable. 


i eer the priority program, and 
rationing, too, if it exists, may 
cause a shift of sales and a reduction of 
revenue. Low-price customers may get 
more electricity or gas and the high- 
price customers less. Allocation of util- 
ity services to industrialists may be in- 
creased at the expense of the general 
consumer. Costs may be reduced by 
such a shift (because of differentials in 
cost between customer groups), but it 
seems fairly certain that revenue may 
be reduced even more. Only when a 
company possesses, as some do, a large 
amount of excess capacity may the 
revenue increase be kept equal to or in 
advance of the expenditure rise. 


T= net effect of these changes, 
keeping the same rates for utility 
service, is a decline in net revenue and 
probably a decline in the quality of 
service as well. This situation presents 
two general alternatives for the com- 
missioner ; t.e., either rates may be in- 
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creased or the quality of service and 
the position of the utility investor 
may be allowed to deteriorate. Some 
of the “extras” in service may be with- 
drawn without causing any serious pri- 
vation for the country. Similarly, some 
of the salaries, not competitively deter- 
mined, may be scaled down, though no 
very significant reduction of expendi- 
tures is realizable even if all managers 
become dollar-a-year men. Sometimes 
the depreciation allowances do not rep- 
resent the real depreciation, and their 
reduction during a national emergency 
can be reflected in higher “‘accounting”’ 
net returns. Even though every corner 
is scoured for every conceivable econ- 
omy, it still seems likely that the net 
revenue of utility companies—most of 
them anyway—declines eventually un- 
less rate increases are forthcoming. 
(Until the strain is great, there will be 
numerous exceptions since, as already 
noted, some companies have much ex- 
cess capacity and can profit from fur- 
ther sales at existing rates.) This stress 
of alarge-scale rearmament program or 
war is further aggravated by the speed 
with which changes in revenues and 
expenditures occur. Prices and de- 
mand are changing so rapidly that a 
most skilled and energetic regulator, 
equipped with even the new means of 
regulation, finds himself straining to 
keep abreast of events. 


| ive it be granted, then, that expendi- 
ture and revenue changes are un- 
avoidable. But this is not the only, per- 
haps not the most important, alteration 
in the rate-making situation. As prices 
everywhere are increasing, so is there 
a conceivable basis, following the Su- 
preme Court’s thoughts, for enlarge- 
ment of reproduction cost, fair value, 
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Replacements of Utility Property 


“|. . there is a fair measure of deception in the 
use of reproduction cost of property to control 
utility rates. Replacements of utility property 
are small, probably very small, in such strained 
times. .. . utility operators, if they are the wise 
operators and investors they generally seem to 
be, are not likely to undertake much plant re- 


placement. 


They do not expect construction 


costs to remain at high levels forever.” 





and even observed depreciation of pub- 
lic utility property. This doctrine by 
which earnings and rate levels of utili- 
ties have been regulated has been with 
us for a long time. It was well estab- 
lished by the time this nation entered 
the last war, gained credence in the 
twenties, and suffered little, despite 
vigorous attacks on it, during the 
abysmal thirties. It has acquired 
through the years some of the qualities 
of a tradition. But the catastrophic 
changes of war or unrelenting prepara- 
tion for it, more the former than the 
latter, upset many traditions. Possibly 
the prevailing method of control of 
utility company earnings should be 
among the abandonments for the dura- 
tion. Apart from the fact of rising con- 
struction costs, it may be a burden that, 
added to all the other costs of defense 
or war, society cannot afford to bear. 
Investors and society, whose positions 
are to be separately examined, may 
sometimes have like conclusions about 
retention or abandonment of the doc- 
trine. 

There is a possible circumstance 
wherein the public utility investor and 
operator choose to relinquish any claim 
to a return on the traditional fair value 
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of property. Suppose that utility ex- 
penditures are increasing rapidly and, 
in so far as anyone can see, continually. 
That is, suppose that there is price in- 
flation, controlled or uncontrolled. 
Here, some persons too quickly con- 
clude, is an opportunity to invoke fair 
value and capture some gains. 


| pamceee utility operators, however, 
may find regulators unwilling to 
grant immediate rate increases. They 
are surely aware of the power of the 
commission to require a thorough re- 
production cost valuation for each rate 
hearing. The valuation is expensive 
and requires much time, delaying a rate 
decision for, say, anything from a few 
months to a year. Meanwhile, prices 
of commodities have been soaring up- 
ward and utility returns have been 
steadily dropping, leaving behind a 
need for a new decision as soon as the 
old one is concluded. Nor is there an 
opportunity for the company to de- 
mand remuneration for past losses any 
more than utility commissions have 
succeeded in using excessive past earn- 
ings as.a basis for present or future 
rate reductions. This slowness of the 
regulatory procedure, lagging or being 
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made to lag far behind economic 
changes, limits increases in utility net 
revenue, and the costliness of valuation 
studies adds to the bulging expendi- 
tures of utility companies. In a period 
of rising prices the utility commission 
may have its companies “over the bar- 
rel.” Thus, the investor may welcome 
any relaxation in rigorous application 
of the fair value doctrine. 


On the other hand, private interests, : 


fearing something worse, may not wish 
to abandon the old rule. They know 
what they have experienced under the 
existing rule; their thinking is affixed 
to the existence of the peace-time mode 
of regulation. They may know some- 
thing of their ability to make adjust- 
ments within this framework. But, on 
the contrary, they know little or noth- 
ing of the alternative methods of earn- 
ings control. Being uninformed of 
the earnings effect of new controls, 
they are chary of changes. Business in- 
terests are not in the habit of buying a 
pig in the poke. At least mature busi- 
ness operators are more inclined to 
guard their existing interests than to 
make blind choices. 


HIS attitude is bolstered by any 

expectation of nothing more than 
moderate price inflation. As long as 
governmental controls elsewhere do a 
fairly effective job of limiting increases 
in prices, the utility owners do not ex- 
perience a ruinous increase in expendi- 
tures. And what they do suffer they 
may be willing to write off as some of 
the costs they must bear during the 
general disorganization of economic 
life. It is better, they may think, to take 
the fairly well-known and bearable loss 
than to risk the financial effects of un- 
tried ways of control. 
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This position is further bolstered by 
a rightful fear of permanency of any 
change in the way of earnings regula- 
tion. The utility owners may be given 
assurances that the new means of con- 
trol will last for only the length of the 
emergency period. But they are hard- 
headed realists (as contrasted with 
most of us armchair workers), who 
suspect a catch in the arrangement. 
They may recognize the possibility, or 
even the probability, of retention in the 
after-war period of any process that 
works well in the war period. And 
their loss, if this were to come to pass, 
is undeniable, for fair value, or, rather, 
the costliness and difficulties of its 
calculation have long been a refuge for 
the operator in all but a few states of 
the nation. Again they may prefer to 
absorb war-time losses rather than risk 
the effect on earnings of a more flexible 
and more economical means of control. 


OOKING on the other side of the 
fence, one is aware that what may 
be called society’s position—or the 
social attitude—represents the antith- 
esis of the private interest position. 
This is the position of the general pub- 
lic, and it probably should be the per- 
spective of all regulators. And contrary 
to the beliefs of some persons, it culmi- 
nates in social balancing of buyer and 
seller positions, not in squeezing every 
possible rate reduction from the private 
operators. 

A social case may be made out, with 
some difficulty, for continuation of old 
modes of regulation, whether price in- 
flation is modest or enormous. The 
case, briefly described, probably goes as 
follows: Public utility interests have 
long enjoyed protection of earnings be- 
cause of the troubles of administering 
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the valuation and depreciation require- 
ments. Their rates have not been al- 
tered frequently. Now, when the price 
structure of the country is in high gear, 
there is an opportunity to turn the 
table. Rate increases may be delayed 
as once rate reductions were thwarted. 
Rate cases can be dragged out, leaving 
utility companies unable to pay their 
customary dividends. Some recompense 
is paid to public utility customers for 
the prolongation and costliness of regu- 
lation in another era. This can be called 
a ruthless, an exploitive, a malicious 
form of regulation which its promul- 
gators dare to call a social procedure, 
but it should not be forgotten that it 
is something of a reversal of some long- 
standing consequences of what is called 
fair return control in this country. 


i Mesenine away from an eye-for-eye 
policy in utility regulation, a more 
solid public case can be established for 
at least temporary elimination of pre- 
vailing valuation requirements. An 
obvious fact is the unnecessary cost of 
valuation studies. Society is short of 
skilled labor and resources. When the 
rest of society is in a struggle to find 
enough resources, enough expert labor, 
it is idle to have crews—many crews— 
of engineers at work on reproduction 
cost valuations of public utility prop- 
erty. Similarly it is a folly to tie up 
utility commissioners in valuation 
studies when there is so much more 
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worthy and essential work for them to 
do during the exigencies of war or in- 
tense rearmament. All of this is most 
notably true if it is recognized that 
thorough valuation studies, taking con- 
siderable time and being done while 
prices continue to rise, are usually use- 
less by the time they are completed. 
The effort put into valuation studies, 
especially when the number of them is 
increasing, can be so much more effi- 
ciently used in other parts of the eco- 
nomic system. Reproduction cost 
studies are an avoidable waste of some 
of the nation’s scarce resources. 
Next, there is a fair measure of de- 
ception in the use of reproduction cost 
of property to control utility rates. Re- 
placements of utility property are small, 
probably very small, in such strained 
times. On one hand, utility operators, 
if they are the wise operators and in- 
vestors they generally seem to be, are 
not likely to undertake much plant re- 
placement. They do not expect con- 
struction costs to remain at high levels 
forever. There are better occasions 
ahead, they know, for replacements. 
As wise investors they probably let 
their plant deteriorate to some extent. 
In addition, even if they wanted to 
make numerous and large-scale replace- 
ments, other governmental controls 
prevent it. Priorities put limitations 
on the volume of building construc- 
tion, and copper, steel, turbines, loco- 
motives, and much of the other spe- 


struction, and copper, steel, turbines, locomotives, and much 


q “PRIORITIES put limitations on the volume of building con- 


of the other specialized equipment of utility plants are not 
easily obtained. It is foolish to ‘play’ at replacing utility 
plants during a time when the replacement is improbable or 


impossible.” 
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cialized equipment of utility plants are 
not easily obtained. It is foolish to 
“play” at replacing utility plants during 
a time when the replacement is im- 
probable or impossible. 


ot green use of reproduction 
cost valuations in an inflationary 
setting may possibly give needless 
windfalls to utility owners. The higher 
the reproduction cost of property, the 
higher the allowable earnings and de- 
preciation, provided the regulators do 
not “drag” the rate cases. Society can- 
not afford higher earnings for all per- 
sons and corporations when it is strug- 
gling to build and maintain a great and 
unprecedented military machine. 

Nor is it necessarily desirable to 
allow higher utility prices because a 
method, a formula for their determina- 
tion, dictates them. These are times 
when price increases should be mini- 
mized. Otherwise, even moderate in- 
creases in a number of prices beget 
other price increases, and the upward 
spiraling of prices sets in. If only 
utility rates were increased, there may 
be nothing to fear. The higher utility 
rates simply are diffused by means of 
fewer and fewer and smaller and 
smaller price changes elsewhere. But 
there are other and often unavoidable 
price changes. And, consequently, the 
inflationary character of the existing 
means of earnings control, particularly 
reproduction cost, makes it a question- 
able procedure in these days. 

In view of these deficiencies of the 
fair value doctrine, it should be appar- 
ent that this means of control is un- 
suited to turbulent and unstable times. 
It may have functioned or could have 
been made to function reasonably well 
in such a period as the late twenties, a 
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period of relatively stable prices and no 
cataclysmic changes—until 1929. But 
it scarcely has the same merits in these 
extraordinary times. It is designed as 
a leisurely means of earnings control, 
which, though expensive, is not ex- 
pected to be used freauently. When 
resources of the nation become scarce, 
when bottlenecks and conditions con- 
ducive to inflation appear, it loses much 
of what may have been its former use- 
fulness. It is like putting a square peg 
in a round hole; it is like insisting in 
1941 on retention of 1914 methods of 
warfare. 


HE discussion may end here, leav- 

ing alternatives to the imagination 
of the reader. This is the safer course 
—for the writer. But it is also the less 
forthright way. Putting aside the rdle 
of diffidence and caution, let us, for a 
few pages more, be medicine men. Hav- 
ing said that the buffalo did not come 
because an alarming comet streaked 
across the world, let us proceed to make 
some medicine. 

Proceeding from the simple to the 
more complex alternatives of rate and 
earnings control, our first choice is one 
of starting with existing rates, of us- 
ing them as a base from which all fu- 
ture rate increases may be calculated. In 
short, the utility rate structure for the 
whole country may be frozen as of 
some prewar or even predefense date. 
That is, there is no tampering with 
existing rates or with the differences 
between them. Thereafter rates, or 
rather the rate levels, are increased as 
utility company expenditures increase. 
The expenditures are operating ex- 
penditures—payments primarily for 
labor and materials—in connection 
with the utility plants now in existence. 


OCT. 23, 1941 





PUBLIC UTILITIES FORTNIGHTLY 





Use of Reproduction Cost Valuation 


igs 


.. use of reproduction cost valuations in an inflationary setting may 
possibly give needless windfalls to utility owners. The higher the repro- 
duction cost of property, the higher the allowable earnings and deprecia- 
tion, provided the regulators do not ‘drag’ the rate cases. Society cannot 
afford higher earnings for all persons and corporations when it 1s strug- 
gling to build and maintain a great and unprecedented military machine.” 





(The problem of rate making for the 
new defense or war-time plants of utili- 
ties is something different and not a 
part of this possible plan.) When utility 
companies incur higher labor and ma- 
terial costs, as they are most certain to 
do, they get higher rates to allow for 
enlarged disbursements. Meanwhile, 
their prewar depreciation allowances 
and investor returns continue un- 
molested. 


HE most noteworthy quality of 

such a plan probably is its simplic- 
ity. For merely the duration of the 
emergency it is a convenient and tem- 
porary way of taking care of the kind 
of costs which caused utilities so much 
trouble during the last war. And, 
meanwhile, the more basic problems of 
utility rate structures are set aside until 
more nearly normal times appear again. 
But, simple as it is, it is no device for a 
child to handle. There are certain to 
be some troubles in the application of 
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it, troubles that probably can be solved 
only in a pragmatic way. For instance, 
what kinds of rates are increased when 
expenditures increase? Should either 
the domestic or the industrial buyers 
carry most of the weight, or should 
there be blanket increases? How much 
of an expenditure increase warrants a 
rate change? Thoughts of one kind or 
another may be quickly formulated on 
such points, but it is doubtful that any 
unassailable conclusions can be de- 
rived. 

Another merit of such a procedure 
is its similarity to what probably will 
be the form of other commodity price 
regulation. In England retail prices of 
August 21, 1939, were frozen and be- 
came the basic prices for regulatory 
purposes. A similar procedure is pro- 
posed in this country. If there is a 
standard form of price control, it is a 
simpler task for all regulators to limit 
price inflation. 

Another step in public utility regu- 
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ption can be, of course, some adjust- 
ment in the prewar rates of utilities. 
Some companies may have been receiv- 
ing excessive rates according to even 
the fair value formula, but for one 
reason or another they were not in- 
vestigated. Or such a situation may 
have been primarily a result of liberal 
allowances for depreciation, being 
bound up with the old quarrel between 
regulators and the regulated over the 
size of the depreciation reserve relative 
tocompany claims for observed and ac- 
cued depreciation. In any case there 
may be situations wherein some adjust- 
ments may be made, even if only the 
most noteworthy excesses are cor- 
rected. Likewise, the program ought to 
include provisions for increases in 
deficient rates. Once the “basic” rates 
are adjusted, they may be increased, 
using the preceding method, according 
to changes in utility company expendi- 
tures. 


6 Rise possible feature of regulation 
has the advantage of correcting 
the most grievous parts of the utility 
rate structure, of giving more balance 
to the nation-wide structure of rates 
and earnings. It introduces a measure 
of flexibility into the regulatory process 
without committing the commissioners 
to every conceivable old problem of 
control as well as all of the new ones. 
Instead of undertaking immediate revi- 
sion of rates, the plan may be made 
even more flexible by allowing regu- 
lators, for instance, to substitute the 
adjustments for what otherwise are 
legitimate increases in rates. The main 
point, however, is the necessity in some 
instances of correction of prewar 
earnings or rate structures. There are 
some pitfalls, of course, in this policy. 


533 


There is the danger that too much may 
be attempted. Some regulators may 
seek innumerable revisions of rates. 
And in the end, consequently, all of the 
old valuation complaints—slowness, 
costliness, etc.—may be heard again. 
At its best, it is a loose, general control 
and nothing more. 

Another method involves general 
control according to some property 
valuation standard. Actual cost, as is 
suggested in the quotation of the early 
part of this article, and property inven- 
tories may be used. The general fea- 
tures of this method are familiar to all 
who have contacted utility regulation. 
It may be accompanied by “frozen” 
rates of return, or the return may be 
made flexible. The flexible rate of re- 
turn, if used, presumably follows 
changes in market rates of interest, 
rates which are so likely to rise and 
fluctuate when there is heavy war-time 
borrowing. 


HE best to be said for the actual 

cost method is its superiority to 
use of reproduction cost and fair value. 
It is simpler and immeasurably cheaper 
than reliance on reproduction cost, be- 
ing superior for earnings control if, in 
fact, property valuation must be a lead- 
ing step in the method of control. But 
if a flexible and simple means of rate 
control is sought, an actual cost pro- 
cedure is not most attractive. Wide- 
spread use of it necessitates many 
changes if not a general revision of 
utility rates for the entire country. Nor 
are property inventories always avail- 
able, and when they are not it takes 
time and money to compile them. 
There is a danger that regulators, tied 
to actual cost controls, may become as 
immersed in historical events and 
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property data as though they still used 
the whole fair-value doctrine. It 
probably requires considerable time to 
get such a plan in operation, and, 
meanwhile, utility companies may have 
suffered the rising costs of operation 
without recompense. And though there 
may long have been a need for a general 
revision of utility rates, it scarcely can 
be wisely devised when there is more 
chaos than order in economic life. Ac- 
tual cost of property and flexible rates 
of return may be suitable measures of 
public utility earnings and rates only if 
they are adroitly and speedily handled, 
being wisely applied with varying in- 
tensity to different situations. 

The problem of rate and earnings 
control of utilities in war or near-war 
conditions seems easily stated in gen- 


eral terms. There is a need for simple, 
flexible, and socially desirable means 
of control to cope with the extraordj- 
nary changes in the use of resources 
and general price regulation of a na- 
tional emergency. Most of all there 
needs to be a way of meeting the proba- 
ble changes in the net revenue of utili- 
ties. But the fair-value doctrine, as it 
now stands, is too cumbersome and too 
costly, both to utility interests and 
society, to be very effective or desirable, 
Consequently, some alternative form 
of earnings and rate control, even if it 
is used for the duration only, should 
be prepared. 

When traditions are being put 
aside everywhere, persistent use of 
the old ways of utility regulation is a 
social misfortune. 





AVERAGE ANNUAL EXPENDITURES (BY INCOME PERCENTAGES) OF AMER- 
ICAN FAMILIES FOR UTILITY SERVICES AND OTHER LIVING EXPENSES 


Total 
Income Level Budget Food! Shelter Clothing Transp.1 Misc. Elec 


Under $500 
$500-$750 
$750-$1,000 
$1,000-$1,250 
$1,250-$1,500 
$1,500-$1,750 
$1,750-$2,000 
$2,000-$2,500 
$2,500-$3,000 .... 


$10,000-$15,000 ... 
$15,000-$20, 
$20,000 and over .. 


All levels 28.8% 
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1See explanatory footnotes in correlative table on page 523. 

2 All utility expenditures have been segregated from the general classification of “Shelter” 
for comparative purposes. Percentages in this column are related to total budget. 

Source: “Family Expenditures in the United States” (for 1935-1936), released by the National 


Resources Planning Board, October 8, 1941. 
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The Problem of Accounting 
For Depreciation 


The distinction between the annual bookkeeping 
charge under various names and actual deprecia- 
tion, or lessening or loss of value and the efforts of 
regulatory and other authorities to provide a proper 
nomenclature to clarify this distinction. 


By H. C. HASBROUCK 


both written and oral, on the 

highly controversial subject of 
the proper accounting for deprecia- 
tion, particularly by public utilities, 
there has been an assumption, or at 
least an implication, that there is some 
fundamental difference in theory and 
practice between the accounting pro- 
cedure which uses the terms “depre- 
ciation expense” (or “charge’’) and 
“depreciation reserve,” and the pro- 
cedure which uses the terms “retire- 
ment expense” (or “charge’”) and 
“retirement reserve.” This assump- 
tion or implication of essential differ- 
ence has been rather too readily ac- 
cepted, without inquiry as to whether 
it has a logical basis. But, whatever 
the practice may have been, the theory 
and purpose of “retirement account- 


| N a great deal of recent discussion, 
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ing,” properly so called, is not essen- 
tially different from what the clearest 
thinking members of the accounting 
profession today believe to be the 
theory and purpose of “depreciation 
accounting.” An understanding of 
this theory and purpose is vitally im- 
portant for an understanding of the 
problem of proper accounting for de- 
preciation by regulated industries, a 
problem the economically and ethically 
correct solution of which is decisively 
important for the future of public util- 
ity enterprises. 

It is unnecessary to review in de- 
tail the development in accounting and 
legal theory of the concept of depre- 
ciation; but the root meaning of 
“depreciation,” which is, of course, 
lessening or loss of value, must be con- 
sidered. The word “value” is at best 
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a slippery and treacherous word, all 
the more so because it seems to most 
users a simple and definite term. 

An impatient lawyer once said to a 
witness : “I am asking you what is the 
value of this property, and I cannot 
understand why you cannot give me 
a direct, straightforward answer.” 

“Because,” said the witness, “TI 
know of no question which it is harder 
to answer accurately without many 
qualifications and explanations.” 

The witness was a good economist ; 
the lawyer was not. Most lawyers and 
most judges are not, and that is one 
reason why the legal concept of public 
utility regulation still presents so many 
inconsistencies and fails too often to 
conform to economic principles. 





























































































































, lemmas the word ‘value’ 
plays a most significant, if often 
confusing, part in public utility regu- 
lation. For one thing, it is the essential 
word in the dictum of Smyth v. 
Ames, the basic decision on public 
utility rate making, that rates must be 
fixed to give a net income which will 
amount to “a fair return on the fair 
value” of property used in rendering 
public utility service. This dictum is 
still, after more than forty years, an 
expression of fundamental law, as the 
Supreme Court has never reversed it- 
self on the principle thus stated. How- 
ever, the court at different times and 
under diverse conditions has attached 
varying degrees of importance to the 
several elements of “fair value.” 
Early in the history of regulation 
of public utility accounting by govern- 
mental authority there seems to have 
been a feeling, shared by a number of 
persons concerned with such regula- 
tion, that, since “value” is so difficult 
OCT. 23, 1941 
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and dangerous a subject, it would be 
better so far as possible to divest ac 
counting terminology from depend- 
ence on a word the precise meaning 
of which could only be settled in many 
cases by litigation. 


eC Bean in the Uniform Systems of 

Accounts for Electrical and for 
Gas Corporations adopted and pre- 
scribed by the first and second district 
public service commissions of New 
York state in 1908, there is no account 
for “depreciation” ; but there is an ac- 
count included among general ex- 
penses entitled “General Amortiza- 
tion,” the text for which, as it appears 
in the code for electrical corporations, 
is quoted below: 

Charge to this account month by month 
the amount estimated to be necessary to 
cover such wear and tear and obsolescence 
and inadequacy as have accrued during the 
month in the tangible electric capital of the 
corporation, such portion of the life of in- 
tangible fixed capital as has expired or been 
consumed during the month, and the amount 
estimated to be necessary to provide a re- 
serve to cover the cost of property destroyed 
by extraordinary casualties; less the 
amounts charged for that month to the 
various repair accounts in Electric Operat- 
ing Expenses. The amount charged (or 
credited) to this account shall be concur- 
rently credited (or charged) to the reserve 
account No. 374, “Accrued Amortization of 
Capital.” 

The text of the similarly entitled 
account in the code for gas corpora- 
tions has identical wording except for 
the substitution of the word “gas” for 
“electric.” 

The instructions governing the use 
of the prescribed account “Accrued 
Amortization of Capital’ read as fol- 
lows: 

Credit to this account such amounts as are 

charged from time to time to “Operating 
Expenses,” or other accounts to cover de- 


preciation of plant and equipment, and other 
amortization of capital. When any capital 
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is retired from service, the original money 
cost thereof (estimated if not known, and 
where estimated, that fact and the facts 
upon which the estimate is based shall be 
stated in the entry), less salvage, shall (ex- 
cept as provided in account No. E100, 
“Fixed, Capital, December 31, 1908,”) be 
charged to this account. The amount origi- 
nally entered or contained in the charges to 
any capital account in respect of such capi- 
tal so going out of service shall be credited 
to such capital account, and any necessary 
adjusting entry made to the appropriate sub- 
account under the account “Corporate Sur- 
plus or Deficit.” 


HE writer was on the staff of the 

division of statistics and accounts 
of the public service commission, sec- 
ond district, from April, 1908, to No- 
vember, 1921, and recalls some of the 
discussion about the use of the phrase 
“general amortization” instead of “de- 
preciation,” a term which most per- 
sons at that time would have used to 
designate the kind of expense de- 
scribed in the instructions quoted 
above. Although thinking on the sub- 
ject more than thirty years ago had 
obviously not gone as far as it has 
today, and although the word “depre- 
ciation,” without any attempt at defi- 
nition, was used in the text for the 
account “Accrued Amortization of 
Capital,” the failure to adopt the com- 
mon usage of “depreciation” in the 
title of both the expense account and 
the reserve account and the substitu- 
tion of another phrase was because of 
a wish to emphasize the nature of the 


accounting as an amortization or dis- 
tribution of cost rather than the re- 
cording of an indefinable, elusive, and 
controversial loss in value. 

However, in spite of the commis- 
sion’s authority over accounting prac- 
tice, the extent of which was still a 
little doubtful, the phrase “general 
amortization” failed to receive wide 
acceptance. New York state electric 
and gas utilities used it in their annual 
reports to the public service commis- 
sion, but most frequently spoke of 
“depreciation” when they referred to 
the charge made to the prescribed ac- 
count “General Amortization,” and 
the reserve accumulated as “Accrued 
Amortization of Capital.” After a 
while, members of the commission’s 
accounting staff fell into the same 
habit, and the use of the word “amor- 
tization” in the broad sense in which 
it is employed in the titles and text of 
the accounts quoted above became de- 
creasingly common some time before 
it was officially abandoned by the 
adoption in 1923 of new uniform sys- 
tems of accounts. 


* is in these accounting codes or 
classifications, approved and recom- 
mended in 1920 by the National Asso- 
ciation of Railroad and Utilities Com- 
missioners for adoption by state reg- 
ulatory commissions, that the words 


e 


ing by governmental authority there seems to have been a 


q “EAr_y in the history of regulation of public utility account- 


feeling, shared by a number of persons concerned with such 
regulations, that, since ‘value’ is so difficult and dangerous a 
subject, it would be better so far as possible to divest ac- 
counting terminology from dependence on aword the precise 
meaning of which could only be settled in many cases by 


litigation.” 
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“retirement expense” and “retirement 
reserve” first appear in a classification 
of accounts officially adopted and pre- 
scribed by governmental authority. 
The writer was a member in that year 
of the Committee on Statistics and Ac- 
counts of Public Utilities of the Na- 
tional Association of Railroad and 
Utilities Commissioners (hereinafter 
abbreviated as NARUC) and recalls 
distinctly the discussion which led to 
the selection of those particular terms. 
Much more definitely than in 1908, 
members of the NARUC committee, 
to say nothing of their collaborators 
representing the gas and electric utility 
accounting associations, felt that it was 
not a function of a system or classifica- 
tion of accounts to set forth findings 
of value or lost value except as such 
findings were definitely realized in a 
completed transaction, in which title to 
property passed from one owner to an- 
other ; or, of course, in instances where 
property has become admittedly worth- 
less and cannot be transferred to a new 
ownership at any save a nominal value. 
In this they were anticipating an ac- 
counting conception that has been de- 
veloped since 1920, and may now be 
said to be an “accepted principle.” 
While accounting as a procedure or an 
art necessarily deals with values, it does 
not by its nature determine values, and 
it should carefully distinguish between 
“cost,”’ which is the exchange value of 
property at a given instant, and any 
other kind of recorded value or loss in 
value. 


HE NARUC Committee on Sta- 
tistics and Accounts of Public 
Utilities in 1920, therefore, discarded 
the term “depreciation” because it 
felt that its root meaning of lost value 
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carried to most users of accounting 
statements the implication that the ac. 
countants had determined the value of 
depreciable assets to be less by the 
amount of the “accrued depreciation” 
than their cost of value new. This was 
not what the accountants undertook to 
do, and in casting about for a word or 
phrase that would more accurately de- 
scribe what they felt the account should 
set forth, they hit upon the words “re. 
tirement expense” and “retirement re- 
serve.” 

It is to be observed that this 1920 
group of commission and utility ac- 
countants did not desire to exclude 
from the accounts any recognition of 
as yet unrealized depreciation. How- 
ever, “accrued depreciation” meant to 
them not a loss which had been actually 
sustained but not yet “realized,” but 
an entry in books of account for the 
purpose of more or less arbitrarily 
equalizing the burden of realized de- 
preciation which could not be precise- 
ly known until property should be ac- 
tually retired from service. They were, 
in other words, thinking of the word 
“accrued”’ purely in the sense in which 
it has come to be used by accountants, 
of “entered on books of account.” 


NN’ in spite of the almost uni- 
versal and long-standing usage 
among accountants, this transitive 
sense of the verb “to accrue” is not yet 
recognized by all the leading English 
dictionaries, although the 1939 edition 
of Webster does give a secondary 
transitive meaning for the verb, pre- 
ceded by the word “accounting” to in- 
dicate that the transitive usage is pure- 
ly technical. Webster’s definition of 
“accrue” as a technical accounting 
term is “to enter in the books as an ac- 
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Connotation of Depreciation 


66 HE NARUC Committee on Statistics and Accounts of Public 

Utilities in 1920 . . . discarded the term ‘depreciation’ because 

it felt that its root meaning of lost value carried to most users of 

accounting statements the implication that the accountants had deter- 

mined the value of depreciable assets to be less by the amount of the 
‘accrued depreciation’ than their cost of value new.” 





crual.” Neither the 1939 edition of the 
Standard dictionary nor the 1911 edi- 
tion of the Century dictionary recog- 
nizes any modern transitive use of the 
verb “accrue,” although the Standard 
does give a transitive meaning, marked 
“obsolete,” defined as “‘to collect, gath- 
er up.” 

The fact that the common usage of 
the word by accountants is different 
from that sanctioned by the dictiona- 
ties is significant, for lawyers and 
judges are likely to give a word the 
meaning which has existed long enough 
to be recognized in lexicons rather than 
that which has developed in profes- 
sional usage. Thus the phrase “ac- 
crued depreciation” would be likely to 
carry to the mind of a judge the idea 
of an accumulated loss in value; while 
tc an accountant the uppermost idea 
would more likely be the amount en- 
tered or recorded on books of account 
as a periodic distribution of cost. The 
distinction is of fundamental impor- 
tance. 
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The 1920 accountants who drafted 
the NARUC Uniform Systems of Ac- 
counts in that year, therefore, would 
not have objected to charges for “de- 
preciation” nor to a reserve for “ac- 
crued depreciation” if they could have 
been sure that such terminology would 
always be understood in the accounting 
sense as they understood it. The rea- 
son why the terms “retirement ex- 
pense” and “retirement reserve” were 
substituted was not to establish any 
revolution in accounting technique or 
accounting thought, but to escape from 
misleading implications which they felt 
accounting language should not con- 
tain. 


_— 1920 Uniform Systems of Ac- 
counts for Electrical and Gas 
Utilities, approved in that year by the 
NARUC and with certain modifica- 
tions reapproved in 1922, were, until 
after the promulgation of the FPC and 
NARUC codes of account in 1937, the 
most generally used classifications of 
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accounts in the electric and gas indus- 
tries. The text for the account “Re- 
tirement Expense” in the 1920-22 
NARUC codes was as follows: 


An account is provided in which to in- 
clude charges made in order that corpora- 
tions shall, through the creation of adequate 
reserves, equalize from year to year, as 
nearly as is practicable, the losses incident 
to important retirements of buildings, 
dams, etc., or of large sections of continu- 
ous structures like electric line, or of defi- 
nitely identifiable units of plant or equip- 
ment. “Losses” used above means in each 
case the excess of the original cost to the 
accounting company of the property retired, 
plus the cost of dismantling or removing, 
over its salvage value at the time of its 
retirement. The cost of replacing minor 
parts, which is not recorded by any entries 
in the fixed capital accounts, and which is 
commonly called the cost of “repairs” or 
“maintenance” as distinguished from the cost 
of “replacements” of large units, need not be 
provided for through a retirement reserve. 
The amounts charged to retirement expense 
plus amounts appropriated from surplus 
should be upon a basis determined to be 
equitable according to the accounting com- 
pany’s experience and best sources of in- 
formation, and should in all cases be suffi- 
cient to provide during a period of years a 
reserve against which can be written off all 
losses sustained upon the retirement of prop- 
erty for any cause whatsoever. A state- 
ment of the rule used by the accounting 
company for determining retirement expense 
accruals shall be included in its annual re- 
port to the commission. If the accounting 
company so desires, it may file with the 
commission a verified copy of its rule and 
refer to such rule in its annual report in 
place of repeating it in full each year. 


i’ is to be observed that the purpose 
of the Retirement Expense Account 
is “to equalize from year to year as 
nearly as is practicable the losses inci- 
dent to important retirements.” Im- 
plicit in the word “equalize” is the idea 
of distributing realized losses with 
some regard to the irregular periodic 
realization of loss on retirements ; that 
is to say, of spreading the accounting 
adjustments over the probable service 
life of depreciable property. The loss 
itself is defined as “the original cost to 
OCT. 23, 1941 


the accounting company of the prop. 
erty retired, plus the cost of disman- 
tling or removing, over the salvage 
value at the time of its retirement.” 
This is purely an accounting, not an 
economic, definition of “loss” and js 
not essentially different from the con- 
cept of depreciation for accounting 
purposes now widely held by profes- 
sional accountants and embodied in the 
1937 FPC-NARUC systems of ac- 
counts, promulgated by the NARUC 
and the Federal Power Commission. 

The reason why the 1920 codes did 
not in so many words say that losses 
should be equalized over probable serv- 
ice life was that then, as now, probable 
future service life could not be esti- 
mated except within very wide limits 
of error. Most electric and gas prop- 
erty does not wear out in service. It is 
replaced because a new and better kind 
of property is developed which is more 
economical than the old; or because the 
need for service has grown to an ex- 
tent that requires added capacity ; or be- 
cause the community served has de- 
veloped needs of its own to which the 
utility service must conform. (Replace- 
ment of overhead by underground dis- 
tribution lines is a good example of this 
last cause of retirement. ) 


oe such causes of retire- 
ments are irregular, and unpre- 
dictable except to a limited extent, the 
1920 accountants felt that they should 
not set up any “service life” standard, 
but leave to each management the de- 
termination in the light of its own con- 
ditions of just how it would “equalize 
from year to year” its retirement losses 
or, in other words, amortize its capital 
costs through charges to operation. 
The failure of the 1920-22 account- 
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ing codes to fix some limits, however 
broad, for the equalization or amorti- 
zation period can, in the light of subse- 
quent developments, be admitted to 
have been a weakness. Most of the ad- 
verse Criticism by professional ac- 
countants of the accounting practices 
of the electric and gas industries has 
not in reality been criticism of “‘retire- 
ment accounting” as such, although it 
is usually assumed that inadequate pro- 
vision for retirement losses is inherent 
in retirement accounting. This is not 
the fact. Retirement charges adequate 
by any conservative standard can be 
and have been made, and substantial re- 
tirement reserves can be and have been 
built up by management which looked 
realistically at the problem. It is never- 
theless true that, in the absence of any 
objective standards for an anticipated 
“normal” service life of depreciable 
property, the charges to “retirement 
expense” and the amounts accumulated 
in the “retirement reserve” tended to 
be smaller for electric and gas utilities 
than the best managerial and account- 
ing thought of today would deem de- 
sirable. However, this is not because 
“retirement accounting” is essentially 
different from “depreciation account- 
ing.” It is wholly because the impos- 
sibility of predicting normal service 
life for the greater part of the property 
used in electric and gas utility opera- 


q 


e 


tions led to the assumption that it was 
better not to try to look too far ahead, 
but to make only such charges as would 
spread in approximately equal annual 
instalments the cost of retirements 
rather definitely foreseen within a 
short future period, say five years. 
F gpm reasonably adequate to 
accomplish this purpose was 
rather generally regarded by most 
electric and gas utility managements, 
during the fifteen years following the 
promulgation of the NARUC 1920 
codes of account, as sufficient. 

Such an attitude on the part of man- 
agement, even though there is evi- 
dence of a change today in the light of 
the lessons of experience, should not 
be interpreted, as the more biased 
critics of electric and gas industry 
management are fond of interpreting 
it, as evidence of reckless and im- 
provident or purposely deceptive finan- 
cial policy. Perfectly honest estimates 
of probable future retirement losses 
might well be made under certain con- 
ditions which would justify a mini- 
mum provision in the current ac- 
counts. Furthermore, it was not mere 
gambling with what at best was and is 
an uncertain future to make low 
charges specifically labeled for depre- 
ciation or retirement expense, and to 
trust to being able to meet large re- 


“Most electric and gas property does not wear out in service. 
It is replaced because a new and better kind of property is 
developed which is more economical than the old ; or because 


the need for service has grown to an extent that requires 
added capacity; or because the community served has devel- 
oped needs of its own to which the utility service must con- 
form. (Replacement of overhead by underground distribu- 
tion lines is a good example of this last cause of retirement.)” 
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tirement costs resulting from unfore- 
seen obsolescence or inadequacy out of 
a substantial but unreserved surplus or 
out of the savings resulting from the 
improved equipment or the greater use 
of larger capacity. There is much to 
be said for keeping current costs, and 
consequently rates for service, low, 
and permitting the future to carry 
costs of obsolescence and inadequacy 
that may or may not have to be met. 


waren years, however, have seen a 
definite tendency on the part of 
electric and gas utility management, as 
well as by regulatory authority, 
toward heavier retirement or depre- 
ciation charges and larger reserves. 
The writer believes this tendency is, 
in most cases, in the right direction, 
and it seems to have the approval of 
independent professional accounting 
opinion as likely to result in more con- 
servative financial statements and 
more stable financial structures. This 
tendency is not, however, as has some- 
times been stated, a transition from 
retirement to depreciation accounting. 
It is a transition from a policy of 
minimum depreciation charges and re- 
serves to one of charges and reserves 
which will consciously attempt to 
equalize retirement losses over prob- 
able service life and will estimate such 
life in the light not only of past experi- 
ence but of reasonable future expect- 
ancy. Studies are now under way by 
committees of the accounting sections 
of the Edison Electric Institute and 
the American Gas Association to de- 
termine whether, and if so to what 
extent, engineering and mathematical 
procedure can be developed to estab- 
lish some objective limits to probable 
future service life of depreciable prop- 


erty. It is too early to offer any con- 
clusions as to what such limits, if de- 
terminable, should be. It is safe to say, 
however, that because of the impor- 
tance of the unpredictable factors in 
determining service life, no mathe- 
matical or actuarial formula taken by 
itself can be depended on as a guide; 
and that large latitude must be left for 
the exercise of informed judgment. It 
can be expected, nevertheless, that 
some objective limits will be estab- 
lished, whether in terms of the rela- 
tion of the reserve to capital cost as 
suggested by the memorandum of the 
Edison Electric Institute’s Accounting 
Committee to the NARUC Committee 
on Statistics and Accounts of, Public 
Utilities in 1936, or on some other 
readily comparable relation, beyond 
which limits the burden of proof will 
be on the accounting utility to show 
why its particular situation requires 
accounting provisions for amortization 
of capital costs which are out of line 
with generally agreed upon norms. 


nee, it should be clear to regu- 
latory authorities, electric and gas 
utility managers, professional and util- 
ity accountants, economists, and engi- 
neers, that a retirement or depreciation 
reserve is not, whatever its name, a 
measure of lost value, but is essential- 
ly an accounting device for equalizing; 
1.é., prorating, distributing, or amor- 
tizing capital costs. The assumption 
that it is a measure of lost value is 
what the 1908 New York Public Serv- 
ice Commission accounting codes and 
the 1920 NARUC codes attempted to 
guard against. Somewhat less clearly, 
through defining “service value” only 
in terms of capital cost, the 1937 FPC- 
NARUC codes do the same thing. 
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Accountants may agree that, in the 
light of known facts and probable fu- 
ture conditions, the annual charge for 
depreciation or retirement losses and 
the amount of the depreciation or re- 
tirement reserve at a given date should 
be within certain limits; and they may. 
qualify their certification of financial 
statements in which the charges or re- 
serve is beyond these limits. Such 
qualification, however, does not mean 
that the accountants have found the 
value of capital assets to be overstated 
or understated, as the case may be. It 
means that more or less of the capital 
cost has been amortized through oper- 
ating expenses, and is currently being 
so amortized, than a conservative es- 
timate of probable future service life 
would require for a truly equitable dis- 
tribution of cost. 


[' past charges have been insufficient 
to accumulate a reserve which will 
equitably distribute realized retirement 
losses in accordance with recent esti- 
mates of probable future service life, 
it may follow in the case of a public 
_ utility that customers have not been 
charged rates high enough to cover 
what is now conceived to have been the 
true cost of service, including a rea- 
sonable return on invested capital. 
This is not infrequently true. Or it 
might be in some instances that the 
rates charged customers have been 
high enough to cover true costs as 
closely as present-day accounting 


thought could ascertain them, but that 
the owners of the invested capital have 
taken out in dividends amounts which 
should more conservatively have been 
charged to depreciation or retirement 
expense as an equitable amortization of 
capital cost. Whichever may have hap- 
pened, attempts at retroactive correc- 
tion are, like most attempts to apply 
new theories and concepts retroactive- 
ly, futile or worse. It is obviously im- 
practicable to give retroactive effect to 
corrections of past errors due to igno- 
rance or poor judgment by collecting 
from past users of the service the 
amount by which they were under- 
charged. Equally is it economically 
undesirable and, the writer believes, 
would be held unlawful if the issue 
could be clearly presented to an intelli- 
gent and informed judge, to penalize, 
by depriving them of their property 
rights, the owners of utility capital for 
honest errors of management policy in 
the past, judged by the standards of 
today. In whichever direction the cor- 
rection needs to be made, in the light 
of present knowledge and opinion, it 
should be by a gradual increase or de- 
crease in depreciation charges and re- 
serves, with a minimum of disturbance 
to established interests of customers 
and investors. These principles remain 
true whether the annual charge be 
labeled “retirement expense” or “de- 
preciation” ; or whether the reserve be 
entitled a “retirement” or a “deprecia- 
tion” reserve. 





GAS mask for fitting over telephone transmitters has been 
A introduced in Hungary, the LoNDON ELECTRICIAN re- 
ported recently. The new mask permits a person to converse 
over the telephone during a gas attack. 

—TELEPHONE & TELEGRAPH AGE 
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Wire and Wireless 
Communication 


LTHOUGH nearly 1,200,000 addi- 
tional farm homes were lighted by 
electricity in 1940 than a decade earlier, 
fewer farms had telephones, according 
to a report of the 1940 farm census re- 
leased recently by J. C. Capt, Director of 
the Census, Department of Commerce. 
The report also shows that approximately 
nine farm operators in ten lived on the 
farms operated. One farm home in every 
three in 1940 was lighted by electricity 
as compared with less than one in seven 
in 1930, and one farm in four had a tele- 
phone as compared with one in three in 
1930 

This decrease is usually attributed 
to the depression. (See accompanying 
table, page 545, for details. ) 

While over 2,000,000 farm homes 
were lighted by electricity, approximate- 
ly 750,000 additional farm homes were 
reported as being within one-quarter of 
a mile of an electric distribution line; 
thus 48 per cent of all farms in the 
United States either had electricity or 
were near an electric distribution line. 
The proportion of farms served by elec- 
tricity was highest in the northeastern 
and in the extreme western states where, 
for Massachusetts, Rhode Island, Con- 
necticut, New Jersey, and California, 
approximately five out of six farm 
homes were lighted by electricity. The 
southern and great plains states reported 
the lowest percentages of farm homes 
lighted by electricity, Mississippi report- 
ing less than one farm in ten with such 
service. 
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MENDMENT of the Communications 
Act to permit a merger of the do- 
mestic telegraph facilities of the nation 
and independent merger of American- 
owned international telegraph facilities 
was recommended on October 2nd by the 
Senate Interstate Commerce Committee 
after more than a year’s hearings and 
study. 

The recommendations added that a 
bill yet to be drawn should provide full 
protection for workers of the various 
interests against the hazards of loss of 
jobs if the combinations were attained 
and suggested various means by which 
this could be done. They. also urged the 
necessity of prompt action, on the 
ground that the financial situation of the 
Postal Telegraph Company, operating in 
the domestic field, was so precarious that 
it might go out of business before many 
months. Loss of these facilities in the 
present defense emergency, it was added, 
would be a serious blow to the national 
security and one to be avoided at all costs. 

The recent report was the latest de- 
velopment in a long line of efforts to 
bring about a single unified domestic 
telegraph system. Such merger was 
sought originally well back in the last 
century. It has been discussed more defi- 
nitely in the last fifteen years and par- 
ticularly since 1931, when the competi- 
tion of the telephone, the airplane, and 
radio in the field of rapid communica- 
tion became more intense just as depres- 
sion was reducing the revenues of the 
older systems. 
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TELEPHONES AND ELECTRICITY ON U. S. FARMS: CENSUS 1940 


REA 
Telephone Consumers Using 
Total No. on Farm Connected* Electricity 
No. Pet. 6-30-40 6-30-41 No. 
q 12,619 23,778 
14.5 427 934 
52. WS 16316 
33.6 3,255 3,674 
5,165 8,106 
0 0 


1,939 2,413 
4,213 5,774 
39,226 52,644 
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5,645 
28,125 
3,64 
44,030 
17,516 

3,636 
22,069 
0 
20,874 
2,400 
48,470 
61,595 
1,693 
1,230 
18,501 


7,918 
1,164 26,735 
26,417 95,158 
2,626 3,493 5,184 


Totals .... 6,096,7897 1,526,905 25.0 549,604 780,933 2,032,372 33. 1,853,197 


*From REA Monthly Statistical Bulletin No. 5. 
¥ Including District of Columbia, 65. 


In 1933 the House approved a bill to cations Commission recommended a 
permit a merger, but this died in the merger. The October 2nd report said 
Senate. In 1935 the Federal Communi- there was an obvious anomaly in permit- 
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ting the competing telephone system to 
have a regulated monopoly under which 
it has become the largest company in the 
world and requiring the ailing telegraph 
industry not only to compete with other 
forms of fast communication but also to 
compete with and duplicate facilities 
within its own field. 


OM MENTING on the report, Edwin F. 
Chinlund, president of Postal, who 
was in Washington, said it offered a solu- 
tion which had been indicated clearly a 
long time. “I feel that the recommenda- 
tions take full account of the employees, 
the investors, and the national interests 
in this emergency period,” he declared. 

Among the committee’s recommenda- 
tions in addition to those mentioned 
were the following: 

There should be no requirement that 
the domestic or international mergers be 
carried out simultaneously or at all. 

The legislation should define “domes- 
tic” and “international” operations and 
should not prevent the inclusion of all 
existing operations of any domestic car- 
rier which may be engaged partially in 
international telegraph communication, 
and should empower the FCC eventually 
to permit the merged domestic carrier to 
restrict itself to domestic operations if 
found to be in the public interest. 
The merged companies should be re- 
quired to be of the simplest possible fi- 
nancial structure. 

The bill should “make specific provi- 
sion for the fullest reasonable protection 
of all the workers in any unit of the in- 
dustry which is consolidated through a 
formula of dismissal pay and pension 
payments, to the end that no worker 
shall be put in a worse condition as a re- 
sult of merger,” and the FCC should re- 
ceive specific authority to study and 
make rules and regulations covering the 
fulfillment of these labor-protection re- 
quirements as a condition precedent to 
merger. 

It should also require specific proper 
safeguards for the interests of the using 
and general public and the industry as a 
whole or individual units. 

It should grant the FCC appropriate 
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regulatory power in respect to the fair 
and equitable treatment of traffic be. 
tween the domestic and international 
carriers. It should make specific provision 
that if the wire telegraph and leased wire 
telegraph facilities of the Bell American 
Telephone and Telegraph system become 
a part of the merged domestic carrier, 
care be exercised that there be no in. 
terference with or impairment of na- 
tional defense communication needs, and 
no merger should reduce the telegraph 
circuit facilities for any government 
agencies or the armed service in the pres- 


ent emergency. 


[. should retain the existing provisions 
of the Communications Act that the 
merged companies be 80 per cent owned 
by American nationals. 

Congress should give consideration to 
modification of the 1866 Post Roads Act, 
which permits the government to get 
lower telegraph rates than those charged 
private users. 

The cost of protecting displaced labor 
should be offset materially by the econo- 
mies possible to a single company in the 
domestic field, the international field 
providing no material problems, the re- 
port said. 

There is a large duplication of local 
offices, the committee found, and also of 
wire transmission facilities. A merged 
company also might be able to receive 
rent for supplying branch offices to 
hotels and the like, as the telephone does, 
instead of having to pay rentals to install 
such facilities, it said. 

Of the 60,000 employees in the indus- 
try who might be affected by mergers, it 
was pointed out, the normal turnover 
would dispose of about 7,000 within a 
3-year period, exclusive of messengers, 
where the turnover is more than 100 per 
cent a year and largely a self-solving 
problem. The committee also pointed out 
that the American Telephone and Tele- 
graph Company was the second largest 
operator in the domestic telegraph field, 
handling about 18 per cent of the busi- 
ness, while Postal Telegraph, recently re- 
organized and divorced from interna- 
tional communications, was third. 
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By OWEN ELY 


Gas Industry Feels Defense 


Stimulus 


HE faster business tempo of 1941 
has increased industrial gas sales 
sharply. The June figures (latest avail- 
able) indicated a 35 per cent gain in sales 
for manufactured gas companies, while 
the natural gas industry showed a 21 per 
cent gain. The concentration of defense 
activities in New England may account 
for the better showing of the manufac- 
tured gas companies. In Bridgeport sales 
in recent months have been running as 
high as 75 per cent over 1940, it is re- 
ported, while for New England as a 
whole the gain was around 40 per cent. 
Unfortunately, industrial revenues are 
a relatively small part of the total, how- 
ever—for the manufactured gas industry 
about 9 per cent, for natural gas (includ- 
ing electric generation) 42 per cent, or an 
average for the whole industry of about 
27 per cent. Owing to weather conditions, 
domestic sales this year made a poor 
showing (down about .5 per cent for the 
first six months) and commercial reve- 
nues enjoyed only a modest gain, so that 
the total revenue increase for the indus- 
try as a whole in the first half averaged 
only 3.2 per cent. Despite a decline in 
domestic revenues, the natural gas indus- 
try gained 4 per cent compared with 2.1 
per cent for manufactured gas, the dif- 
ference being due to the bigger propor- 
tion of industrial sales. For the month of 
June the revenue gains were more im- 
pressive: natural gas 9.3 per cent, manu- 
factured 2.7, and the total 6.0. (See 
chart, page 549.) 
_ Larger recent gains for the natural gas 
industry are a continuation of the pre- 
vious trend. Preliminary figures for 1940 
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showed a revenue gain of 4 per cent for 
manufactured gas over 1939, compared 
with 10 per cent for natural. Since 1933, 
the low point for both sections of the in- 
dustry, manufactured gas revenues have 
gained 8 per cent, while those from nat- 
ural gas have jumped 49 per cent. Nat- 
ural gas passed manufactured gas in 
1935, and now the annual gross exceeds 
that for manufactured gas by 31 per cent. 
As compared with 1929, manufactured 
gas revenues in 1940 showed a decline of 
about 8 per cent while natural gas showed 
a gain of 30 per cent. 


URING the period 1929-40 manufac- 
tured gas sales in billions of cubic 
feet increased about 7 per cent but rev- 
enues per MCF dropped from around 
$1.21 to 98 cents, accounting for the dip 
in revenues. The natural gas industry in 
1929 realized 38 cents per McF, while 
in 1940 the figure had dropped to 34 
cents, the smaller percentage dip in unit 
revenue helping the comparison as to rev- 
enue growth. 

According to figures compiled by 
Moody’s Manual, the manufactured gas 
companies in 1939 retained 6 cents out 
of each revenue dollar compared with 
18 cents in 1932; Brooklyn Union Gas, 
a typical company, earned only $2.42 a 
share last year compared with $6.79 a 
share in 1932. The natural gas com- 
panies in 1939 were able to save nearly 
16 cents out of the revenue dollar for 
stockholders, compared with less than 
13 cents in 1932. The natural gas com- 
panies not only have enjoyed a faster 
gain in gross, but also have held their op- 
erating costs down more successfully. 
The manufactured gas companies doubt- 
less have been handicapped by rising fuel 
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costs; bituminous coal prices in 1939 
were nearly 20 per cent higher at the 
mine than in 1932. In the case of Brook- 
lyn Union Gas, increased depreciation 
and taxes also played a major role. 

The adverse trend of fuel costs and 
taxes may bear down still more heavily 
on manufactured gas companies during 
the war-time period. In July bituminous 
coal ( at the mine) cost about 10 per cent 
more than a year ago; coke had gained 
about 12 per cent ; and Price Administra- 
tor Henderson has now had to fix a price 
ceiling. A price index of petroleum prod- 
ucts in the same period gained 23 per 
cent. There is talk of a ceiling on bitu- 
minous coal at 20 per cent above present 
levels. 

Due to inventories and forward con- 
tracts, however, the full effects of higher 
costs on net earnings are probably not 
yet evident. June quarter earnings re- 
sults (see table on page —) were doubt- 
less affected in some cases by retroactive 
tax adjustments, and September quarter 
figures when available will afford a bet- 
ter test of the current earnings trend. Of 
the six companies for which June quar- 
ter returns were available, four showed 
declines, and two gains, in the balance 
available for common stockholders. 


HILE the current figures afford lit- 

tle help in appraising trends, it ap- 
pears likely that the natural gas com- 
panies will benefit by the rapidly rising 
use of gas by industry, while the manu- 
factured gas companies may be hurt by 
rising costs and taxes, the decreased pro- 
duction of gas-consuming household ap- 
pliances, etc. 

It would be a valuable aid to the in- 
dustry if monthly data on operating costs 
and net revenues could be compiled for 
all leading companies, in addition to the 
statistics on sales and revenues. In lieu 
of this, more complete quarterly figures 
available on a similar basis would be of 
interest. 

The gas companies on the eastern sea- 
board, especially the New York-New 
England areas where natural gas is not 
used, may be affected by the threatened 
shortage of oil, rising from the diversion 
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of tankers. The American Gas Associa. 
tion has compiled information for the 
Petroleum Coordinator regarding the 
quantity of each grade of oil which the 
eastern gas companies will require for 
the year ending June 30, 1942. Data com. 
piled by the association (see American 
Gas Journal, September, pages 12, 13) 
indicate that in the calendar year 194) 
about 565,000,000 gallons were used by 
these companies. This amount was onl 
about 2.7 per cent of the total oil used 
for all purposes in that area. So long as 
gas companies maintain close contact 
with their sources of supply, and the 
transportation agencies, they should have 
relatively little difficulty in obtaining 
necessary supplies. For various tech- 
nical reasons it is impracticable, for the 
oil-burning gas companies to substitute 
coal for oil to any great extent this winter, 

It has been suggested that some users 
of oil for house-heating purposes may 
turn to gas, due to fears regarding an 
oil shortage; and some gas companies 
have found it expedient to slow down 
their promotional campaigns for such 
use of gas until the present abnormal sit- 
uation is over, especially as some gains 
at the expense of the oil companies might 
prove only temporary. 


HE current increase in fuel costs, if 

long continued, may result in a re- 
newed move to bring natural gas to the 
New York city area and New England, 
though it is doubtful whether a pipe line 
from Texas could be considered during 
the war. 

The move to obtain natural gas 
from the Columbia Gas system was 
abandoned about 1929, when it was con- 
sidered doubtful whether eastern re- 
serves were great enough to warrant a 
tie-in with the New York area. In the 
Middle West, the trend toward greater 
use of natural gas has continued, appar- 
ently with generally favorable results on 
net earnings. Peoples Gas’ current earn- 
ings, for example, are not much below 
the 1932 level—in contrast to the sharp 
decline in those of Brooklyn Union Gas. 

A possible “fly in the ointment” for 
the natural gas companies’ policy of con- 
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énued expansion was the following state- 
nent by the FPC in its annual report: 


This first proposal to tap the southwestern 
reserves Of natural gas to supply the tre- 
mendous markets available in the northeast- 
em states poses the country with a serious 
problem of energy resource conservation. ... 
The question should be raised as to whether 
the proposed use of natural gas would not 
result in displacing a less valuable fuel and 
create hardships in the industry already sup- 
plying the market, while at the same time 
rapidly depleting the country’s natural gas 
reserves. Although for a period of perhaps 
twenty years, the natural gas could be so 
priced as to appear to offer an apparent sav- 
ing in fuel costs, this would mean simply 
that social costs which must eventually be 
jaid had been ignored. 


The FPC does not now have full pow- 
erover expansion of natural gas to serve 
nw markets but would be given com- 


138. It is reported that, while the FPC 
isprobably not definitely opposed to the 
gowth of natural gas, it may favor a 


selective policy specifying which type of 
industrial customers should be allowed 
to use gas in preference to other fuels. 

Nine of the leading natural gas and 
pipe line stocks are currently available 
at dividend yields ranging from 4} to 
114 per cent, and are selling at about 
seven to twelve times 1940 earnings. 
Brooklyn Union Gas is currently sell- 
ing at a little over five times earn- 
ings, and Peoples Gas at about nine times 
earnings. 


» 


Crisis in Competitive Bidding 


ECENT experience with competitive 
bidding has raised important new 
problems for investment banking firms, 
and possibly for the SEC, though the lat- 
ter is not faced with the immediate prob- 
lem of “paying the rent.” The $90,000,- 
000 American Telephone and Telegraph 
24s, while not immediately affected by the 
SEC rule for competitive bidding, were 
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offered under the new system presumably 
to maintain good relations with Washing- 
ton and conform to changing standards. 
(Morgan interests had, up to a year ago, 
handled the financing.) The issue was 
bid in by three large life insurance com- 
panies (Metropolitan, Mutual, and New 
York), with a bid of $1,018.42 per bond 
compared with the Morgan, Stanley bid 
of $1,010.10 and the Mellon-Halsey, Stu- 
art figure of $1,002.63. Thus the largest 
utility issue ever offered at competitive 
bidding was withheld from regular in- 
vestment channels, and small institu- 
tional and other holders of the old bonds 
(redeemed) were barred from partici- 
pation in the new security. 

The bid for the issue, a 2.67 per cent 
basis for a 35-year debenture, indicated 
that the telephone company’s credit is 
virtually “riskless”—almost on a par with 
that of the Federal government, whose 
2% per cent shorter obligations are cur- 
rently on about a 2 per cent basis. 

Regarding the first important instance 
of institutional bidding last June, when 
the Equitable bought $35,393,000 New 
York State Electric & Gas 33s due 1971, 
the company has since disposed of $10,- 
000,000 bonds through Salomon Brothers 
& Hutzler as agents, to some twenty 
other institutions. Incidentally, the 
Equitable made a profit of nearly 13 
points on the deal. Under the usual pro- 
cedure on private deals, the bonds should 
have been held at least a year before be- 
ing resold, but there is no definite rule 
on the subject and it is uncertain whether 
SEC sanction was either asked for or 
received, There is no indication as yet 
that a redistribution of part of the Tele- 
phone issue may occur. 


W ALL Street had tried to ward off the 
institutional blow by recently con- 
ceding that large institutions are entitled 
to a “wholesale” price. A few days be- 
fore the telephone bidding, a First Boston 
syndicate offered $18,000,000 Erie Rail- 
road Ohio Division 34s (bought at com- 
petitive sale) at a concession of three- 
quarters of a point when amounts of 
$500,000 or more were taken by one buy- 
er. A more flexible sliding scale had also 
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been under discussion. But the ingsyr. 
ance companies with their ample cash 
resources apparently saw little need to 
pay the bankers even a “cut-rate” com. 
mission. 

American Telephone’s financing of 
nearly a year ago—$140,000,000 deben- 
ture 2%s—was privately placed with a 
group of insurance companies, but with. 
out competitive bidding. The Metropoli- 
tan did not participate at that time, pos- 
sibly because it had an interlocking dj- 
rectorship with the AT&T, but in the re. 
cent case this was apparently no longer a 
handicap. 

Sensing that the recent event had 
thrown a bombshell into the financial 
community, President Lewis W. Douglas 
of the Mutual Life Insurance Company 
stated that his company did not plan to 
make a practice of bidding against the 
bankers—that such a custom would bea 
bad practice socially and economically, 
On this point, Mr. Douglas said in part 
as follows: 


I believe that the insurance companies were 
entirely justified in submitting a bid in this 
case for the purpose of testing the new com- 
petitive bidding procedure and of pointing 
out both its merits and defects. . . . Under 
competitive bidding no one represents the in- 
terest of the ultimate investor. The inden- 
ture is written by the issuing corporation 
and bidders are merely invited to take it or 
leave it as it stands. .. . The interests of in- 
vestors on such matters as sinking funds and 
protective clauses are likely to be ignored. 
. .. The purchase of large new issues at 
private sale by big investing institutions re- 
sults in unfair discriminations against small 
institutional and individual investors. 

The system, if continued over a longer 
term, will tend to concentrate the biggest and 
perhaps the best security issues in the hands 
of a few large investing institutions. ...] 
believe that such a trend . is ultimately 
of doubtful economic and social good, if 
indeed it is of any good at all. 


Mr. Douglas also pointed out that the 
insurance companies, by bidding for an 
entire issue, might incur certain liabilities 
as underwriters, exposing policyholders 
to unexpected risks or liabilities ; also that 
investments acquired in this fashion 
might prove more difficult to liquidate 
if the need for liquidation should later 
arise. 
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Depreciation and Maintenance 


HE accompanying table lists, for 
leading subsidiaries of registered 
holding companies, three interesting per- 
centage-of-revenues figures — deprecia- 
tion, total depreciation and maintenance, 
and depreciation as reported in Federal 
income tax returns. The figures were 
published in a recent report of the SEC 
utilities division. 
Because of the general interest in de- 
preciation ratios at this time, and the 
possibility that the SEC may lay increas- 


Depr. 
Ratio 
to Rev. Maint. 


Depr. 
Une. 
Tax) 


Depr. 
fog 


American Gas & Elec. 
Appalachian Elec. Power . 14.09% 18.82% 14.16% 
Atlantic City Electric 52 22.96 « 15.20 
Indiana & Michigan Elec. 14.57 
Indiana General Service.. 9. ls 9.67 
Ky. & W. Va. Pw., Inc... 10.46 
Ohio Power 13.13 
Scranton Electric A 14.90 
Wheeling Electric 3 4 8.36 


American Power & Light 
Central Ariz. Lt. & Pw. . 9. 9.47% 
Florida Power & Light... i 3 15.87 
Kansas Gas & Electric .. 
Minnesota Power & Light 
Montana Power 
Nebraska Power 
Northwestern Electric 
Pacific Power & Light .. 
Portland Gas & Coke ... 
Superior Water, Lt. & Pw. 
Texas Electric Service .. 
Texas Power & Light .... 
Washington Water Pw. .. 


American Water Works & Electric 
Monongahela W. Penn 
ub. Serv. 
Potomac Edison & subs... 


egg 12.36% 
West Penn Power & subs. 8.67 


16.39 12.94 


Associated Gas & Electric 
Eastern Shore Pub. Serv. 14.29% 20.00% 12.85% 
Edison Light & Power.... 7.68 11 7.39 
Florida Pw. Corp. & subs. 6.96 
Florida Public Service... 
Georgia Power & Light .. 
Indiana Gas Utilities .... 
Kentucky-Tenn. Lt. & Pw. 
Keystone Pub. Serv. & subs. 
Louisiana Public Util. 
Metropolitan Edison ... 
New Jersey Power & Light 
New York State Elec. & Gas 
Northern Penn. Pw. & sub. 
Penna. Edison & subs. .. 
Pennsylvania Elec. & subs. 
Rochester Gas & Electric. . 
South Carolina Elec. & Gas. 
Staten Island Edison .... 
Tide Water Power 
Va. Pub. Serv. & subs. . 


Cities Service Power & Light 
Central Ark. Pub. Serv.. 3. s 7.09% 
East Tennessee Lt. & Pw. 8.83 7.91 
Empire District Elec. .... 14.06 18.56 
Ohio Public Service ..... 7.73 9.66 
Public Service of Colorado 7.83 10.00 
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ing stress on (1) an adequate deprecia- 
tion ratio to revenues and/or (2) equal- 
ization of depreciation as reported to 
stockholders and as reported to the 
Treasury Department, it is interesting 
to note that 131 companies showed de- 
creases in their depreciation ratios, 7 
were unchanged, and 80 showed in- 
creases. As regards the percentages in 
the Treasury reports, however, the 
downward trend is more marked: Of 
the companies reporting for both years 
there were 151 decreases compared with 
only 33 increases and a few unchanged. 
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15.54 
14.64 


13.90 
12.93 


Depr. Depr. 
& Cnc. 
Taz) 


10.59 
11.79 


10.04 
8.43 


Columbia Gas & Elec. 

Cincinnati Gas & Elec. .. 13.26% 20.41% 12.25% 
Dayton Power & Light... 8.27 12.19 10.00 
Cumberland & Allegheny 

Gas 6.31 14.75 
Greensboro Gas 
Huntington Development & 

10.56 


13.05 


4.48 
Manufacturers Lt. & Heat 5.30 
Natural Gas of W. V .97 
Northwestern Ohio 
Gas 

Oly Piet Gas. csscccces 9.60 
Union Light, Heat & Power 4.95 
United Fuel Gas 9.57 


Commonwealth & Southern 
Alabama Power & subs.. 12.69% 
Central Illinois Light .... 11.13 1 
Consumers ower 11.39 
Georgia Power & subs. .. 

Gulf Power 
Mississippi Power 
hio Edison 
Pennsylvania Power 
South Carolina Power .. 
Southern Indiana Gas & 


Community Gas & Power 
Birmingham Gas 10.26% 16.95% 
Jacksonville Gas 94 12.50 17.78 
Minneapolis Gas Light .. : 9.19 8.18 

Community Power & Light 
Gulf Public Service .... 
Missouri Utilities 
Southwestern Pub. Serv... 9.66 
Texas-New Mexico Util.. 10.90 


Consolidated Electric & Gas 
Atlantic Gas Light 
Central Ill. Elec. & Gas .. 
Central Indiana Gas .... 


14.34% 15.71% 
14.00 10.11 
9.28 
14.20 


Eastern Utilities Associates 
Blackstone Valley Gas 

lec. 13.95% 10.38% 
Brockton Edison 10.52 11.24 


(Continued on next page) 
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Depr. 
Ratio 
to Rev. 


Depr. aoe. 
& (Inc 
Maint. Tas) 
17.44% 
9.92 15 


Electric Power & Light 
Arkansas Power & Light 
Dallas Power & Light .. 
Idaho Power 
Louisiana Power & Light 
Mississippi Power & Light 
~— Orleans Public Serv. 

nc, 
United Gas Corp. & subs. 
Utah Power & Lt. & subs. 


Engineers Public Service 
1 Paso Electric 
Gulf States Utilities .... 
Puget Sound Power & Lt. 
Savannah Elec. & Power 
Virginia Electric & Power 
Western Pub. Serv. & subs. 12.99 
Federal Water Service 
Southern Nat. Gas & subs. 11.82% 14.30% 11.22% 
Lone Star Gas 
Community Nat. Gas ... . red 
4.00 
10.67 


8.02% 
5.77 
5.59 
7.43 
The Middle West Corporation 
Arkansas-Missouri Pw. .. 10.48% 
Central Illinois Pub. . 14.40 
Central Power & Light... 14.79 
Kansas Electric Power .. 10.82 
Kansas Power & sub. .. 13.82 
Kentucky Utilities & subs. 11.60 
Lake Superior Dist. Power 12.29 
Michigan Gas & Elec. .. 11.69 
Northwestern Pub. Serv. 11.13 
Oklahoma Power & Water 13.38 
Public Service of Okla... 11.86 
Southwestern Gas & Elec. 11.58 
Southwestern Light & Pw. 11.72 
West Texas Utilities ... 15.46 
Wisconsin Power & Light 12.53 


Midland United 
Gary Heat, Lt. & Water.. 
Indiana Service 
Northern Indiana Power.. 
Northern Ind. Pub. Serv. 
Public Service of Indiana 
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National Fuel Gas 
Iroquois Gas 
Pennsylvania Gas & sub... 
United National Gas .... 


National Power & Light 
Birmingham Electric . 
Carolina Power & Ligh 43 
Houston Lighting & ney 11.23 
Pennsylvania Pw. & Lt... 7.29 


New England Power Association 
Connecticut River Power 8.33% 
Fall River Electric Light 5.26 
Green Mountain Power.. = 93 
Haverhill Electric 88 
Lawrence Gas & Electric. é ‘51 
Lowell Electric Light . 6.45 
8.59 
8.33 


14.13% 
14.54 
5.07 


11.56% 
8.75 
11.56 


14.28% 10.98% 
13.66 
14.29 


12.21 


14.59% 
7.10 


Malden & Melrose Gas Lt. 
Malden Electric 

Narragansett Electric R 
New England Power .... 5.02 
Salem Electric Lighting... 6.47 
Worcester County Electric 6.80 


New England Public Service 
Central Maine Power 
Central Vt. Pub. Serv.. 
wes gee County Pw. 


OCT. 23, 1941 


15.13% 
15.64 


15.78 


93% 
12.11 
10.39 
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Ratio 

to Rev. 
Servies of New 


shir 
tate Gas & Electric 10.92 


Public 
Ham 
Twin 


Niagara Hudson Power 
uffalo Niagara Electric. 11.05% 
Central New York Power 11.91 
New York Power & Light 11.61 
Niagara Falls Power ... 7.83 
Niagara, Lockport & 
tario P 


The North American Company 
Cleveland Elec. Illumi- 
nating 
Illinois Iowa Pw. 
Kansas Power & Light.. 
Missouri Power & Light.. 
Potomac Electric Power .. 
St. Louis County Gas 
Union Electric of Mo. ae 
Wisconsin Electric Power 
Wisconsin Gas & Electric 
Wisconsin Michigan Power 12. ‘78 
Ogden Corporation 
Central States Pw. & Lt. 
Derby Gas & Elec. 
Interstate Pw. & a 
Laclede Gas Lig! 
Laclede Power & , OS 


5.00 
« IO2s 

7.53 

13.75 
Pennsylvania Gas & Electric 


North Penn Gas & subs. 11.74% 
Pennsylvania Gas & Elec. 11.09 


Portland Electric Power 
ortland General Electric 7 hed 
Seattle Gas 


Standard Gas & Electric 
California Oregon Power 9.13% 
Duquesne Light & subs... 9.50 
Louisville Gas & Electric 11.20 
Mountain States Power.. 10.45 
Northern States Power . 

Minn.) 5 
Oklahoma Gas & Electric 10.98 
San Diego Gas & Electric 14.79 
Southern Colorado Power 12.47 
Wisconsin Public Service 11.50 


The United Gas Improvement Compan. 
Allentown-Bethlehem Gas. 5.50% 
Arizona Power 7.55 
Connecticut Light & Pw. 9.44 
Consumers Gas 
Delaware Power & Light % 00 
Erie County — nese, ae 
Harrisburg 
Luzerne Renate Gas 

Electric 16.00 
New Haven Gas Light Co. 
Philadelphia Electric 


United Light & Power 
a. & Southern Ohio si 


Iowa-Nebraska Lt. & Pw. 10.81 
Kansas City Pw. & Lt.... 12.79 
Madison Gas & Electric.. 

Michigan Consolidated Gas 

Milwaukee Gas Light .. 7.12 
Moline-Rock Island Mfg. 3.82 
Panhandle Power & Light 13.37 
Peoples Light ..... 5.25 
Peoples Power ... 4.55 
San Antonio Public Serv. 10.54 
United Power Mfg. ..... 27.79 


Utility Service 
Eastern Minnesota Power 10. zen 
Marion-Reserve Power ... - 9.67 
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15.47 
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15.34% 
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14.96% 

2 


14.76 


14.22% 
16 1 


“to. 69% B iM 
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13.99% 20.35% 
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What Others Think 


Is the Priority System Passing for 
Gas and Other Utilities? 


HE gas utility industry, in company 
( b. the electric and water utilities, 
has been relatively fortunate in obtaining 
priority ratings for current operations 
and special defense work. Some gas men 
may not be entirely satisfied. But the 
weight of unbiased Washington opinion 
is to the effect that the gas and electric 
utilities have made out pretty well—es- 
pecially when compared with a sister 
utility—the telephone industry. 

But a serious question has arisen as to 
whether the existing priorities rating sys- 
tem is going to last very long. This does 
not mean that the present priority plans 
and ratings assigned to the gas industry 
are going to become meaningless. But 
their value may be considerably diluted 
as a practical matter; that is, if the so- 
called “allocation plan” for rationing raw 
materials at their source, which is now 
being considered at OPM, is finally 
adopted. 

The accompanying “Outline of Gas 
and Electric Priority Plans” (see page 
556) shows in detail what these two utili- 
ty industries are entitled to under the 
present set-up. Briefly, operating gas 
utilities are entitled to four alternative 
forms of priorities: (1) Materials for 
maintenance, repairs, and supplies, which 
rate “A-10”; (2) a defense supplies rat- 
ing plan, available to manufacturing com- 
panies, which also takes A-10; (3) the 
project rating plan to cover all items 
needed for a plant expansion program, 
which might be given any rating in ac- 
cordance with the importance of the 
service to be established; (4) the more 
commonplace separate item priority ap- 
plication (Form PD-1) which is avail- 
able to any business which thinks it is 
entitled to a priority and may get any 
rating or no rating at all from OPM. 
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UT essential as such special priority 

treatment for gas and electric utili- 
ties may seem, there is a broader and 
more difficult problem confronting the 
OPM and its supervisory board, SPAB. 
Simply stated, the problem appears to 
be that there are not enough materials 
to take care of the priority ratings, of 
all kinds, which have been issued or 
which would ordinarily be issued under 
the OPM program to date. The priority 
ratings have been debased in value by 
confused and, to some extent, uncodér- 
dinated administrative action. The Army 
and Navy have, in the past, exercised 
their rights to the extent of issuing thou- 
sands of priority preferences. OPM has 
done likewise. 

Now, according to common Washing- 
ton gossip, the situation resembles the 
recent unfortunate incident involving 
the colored excursion trip in New York 
city. Readers of the daily newspapers 
in the East may recall that in that case, 
either by a slip of management or some 
unauthorized printing by outside parties 
with a pecuniary interest, far more tick- 
ets were issued and sold for the colored 
excursion than the passenger capacity of 
the boat. The result was that quite a few 
sorrowful darkies were about to be left 
on the dock when the boat pulled out. 
A riot ensued. 

The new “allocation at the source” 
system, said to be nearing adoption, will 
not necessarily dispense with the rating 
system already set up by OPM. But the 
value of the ratings would be consider- 
ably debased. The ratings would still 
have validity to the extent of determin- 
ing the eligibility of the various indus- 
tries to participate in available supplies 
of materials. They would also probably 
govern the sequence of such participa- 
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tion in accordance with the ranking of 
the ‘ratings. 

But the mere possession of an OPM 
priority rating, under the allocation sys- 
tem, would not be any guaranty that 
there would be supplies available to fill 
the orders requested. In short, existing 
priority ratings would be something in 
the nature of admission tickets to a ball 
park in which the seating capacity is lim- 
ited. Possession of the ticket would sim- 
ply determine whether the party is en- 
titled to get into the ball park at all. But 
the ranking of the ticket would determine 
whether the holder would get a grand- 
stand seat, a bleacher seat, stand up in 
the aisle, or wait on the outside ramp 
biting his nails. 


pees a recent announcement of 
a nation-wide survey of compliance 
with priority regulations, Donald M. 
Nelson, SPAB director of priorities, is- 
sued a statement saying that all existing 
preference ratings, orders, rules, and 
regulations must be scrupulously obeyed 
in order to prevent interference with or 
unconscious sabotage of the defense pro- 
gram. Mr. Nelson said: 


Recent reorganization of the nation’s de- 
fense agencies, together with speculation 
about increased emphasis on allocation of 
raw materials, has given rise to some mis- 
understandings. It is well to review the 
facts and see where we stand today. A 
number of priority rules and regulations, 
preference rating orders, and other legal 
documents, have been issued since the first 
of the year in the interests of defense— 
that is, in the interests of all of us. These 
remain in effect. They will continue to re- 
main in effect until and unless circumstances 
warrant changes from time to time in the 
future. 

Whole-hearted compliance is the very es- 
sence of the priorities system, and anyone 
who does not comply, whether through ig- 
norance or intent, takes a position against 
the public good. From time to time we will 
make efforts to simplify the priorities sys- 
term whenever necessary. We believe that, 
when scattered, individual problems become 
broad, general problems, they must be 
handled along broad, categorical lines. Our 
limited blanket ratings are examples of such 
broad treatment. 

But this does not mean that we expect, at 
any time, to make sudden, abrupt changes 
inthe priorities system. The various in- 
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struments now used—the priority certif. 
cates, blanket and project ratings, allocation 
orders—will be continued. They have proy. 
en their usefulness. And any changes or 
additions to be made will be made gradual. 
ly. One development which can be expected 
to work itself out over a period of months 
is an increased emphasis on direct alloca. 
tion of materials. Since the start, the priori- 
ties division has allocated some materials— 
aluminum and nickel, for example—in which 
serious shortages exist. 

As these shortages increase, as the de. 
fense load steps up, allocation will have to 
be. used more and more. We will have to 
know exactly what requirements are and 
where these requirements exist; we will 
have to know what the supply is; we will 
have, to make decisions as to which among 
competing consumers for a scarce material 
will get it, which uses will be aided, which 
will be cut. 

When allocation is carried out fully— 
typically by issuing instructions as to how 
much of what can be shipped to whom— 
this provides a clear-cut and exact way of 
dividing up any given scarce material. To 
the extent-that allocation is used, it tends 
to diminish the need for use of preference 
rating certificates, especially among those 
primary consumers who are specifically se- 
lected to receive material. 


. & get back to material shortages, the 
allocation system would put such 
scarce materials under specific alloca- 
tions in their raw state. In short, the 
priority direction wotld work from the 
bottom (or source) instead of from the 
top (or point of demand for finished 
products) as heretofore practiced. Thus, 
if there is so much steel available, OPM 
would determine in advance what pro- 
portion would be used for defense, what 
proportion for essential industries such 
as utilities, and what proportion for civil- 
ian industries. When the supply is ex- 
hausted within this allocation there would 
be no more available, no matter how 
many priority tickets or ratings remain 
outstanding. 

The allocation powers of: the OPM 
would continue from the bottom, or 
source, straight through the semiproc- 
essing stage, the processing stage, and 
finally the wholesale and retail handling 
stage. In other words, OPM would tell 
the steel companies not only what to do 
with their steel (to whom to sell it, how 
and when, etc.), but it would also tell 
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the semiprocessors, who accept their 
ration of steel, what to do with their 
product. And it would tell the finished 
processors, in turn, how to divide up 
their total allocation. 

Obviously, somewhere along the line 
this OPM rationing “from the source” 
would meet the OPM priority ratings fil- 
tering down from the top, or point of 
market demand. When this happens 
OPM would probably reserve to itself 
the right to determine which priority 
ratings would be honored, to what ex- 
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tent, and in what order—necessarily, of 
course, within the limitations of the avail- 
able supply. The plan was outlined 
roughly on September 26th before the 
House Banking and Currency Committee 
by Director Nelson, who said he was not 
certain as to the details of operation, but 
that he intended to use the agricultural 
implements industry as a “guinea pig” on 
which to try it out. 

Under the existing priorities system, 
firms are given certain ratings in the 
order of their importance to the defense 
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Outline of Gas and Electric Priority Plans 
(As of October 10, 1941; see text page 553) 


DEFINITION 


A prioriTy is a legal preference granted by the Office of Production Management, OP\ 
to obtain scarce materials for the purpose of undertaking or completing some work or services 
in connection with the national defense effort or essential civilian supply. 


LIMITATION 


THE material sought must be unavailable in the open market and one which cannot ke 
adequately substituted by some more plentiful alternative material. Hence, it is a good ide 
to keep evidence of unsuccessful attempts (refused orders, etc.) to obtain the material for 
which a priority is sought. 


CovERAGE 


_ A priority rating, once assigned, calls for a preference in the supply of any material or 
item required (under the particular priority certificate or plan) which appears on the Critical 
List of some 300 odd items or which is under “mandatory” allocation control of OPM 
(aluminum, magnesium, copper, cork, and nickel), or “inventory” control (steel). Generally, 
these three categories will be found to cover all real shortages, although other items will he 
added from time to time. 


OPM Ratincs 


THE so-called “A” ratings for defense or essential industry range from AA (special emer- 
gency) through A-10. The “B” ratings are assigned to civilian materials. Some priority plans 
take a certain rating automatically, such as A-10. Others are given a rating by OPM on the basis 
of individual merit. Generally, suppliers must accept priority orders and fill them according to 
rank (except as to slight variations as to delivery which may be permitted by time schedules of 
different orders). However, the priority rating is not a guaranty that supplies will be made avail- 
able. Thus, if the supplier runs out of materials for his own needs and cannot get more, he does 
not have to accept additional orders, no matter what their ratings may be. 


OPM GENERAL ORDERS 


THE foregoing “ratings” apply generally to so-called “P” orders, which are used to procure 
scarce materials. In addition, OPM issues “M” orders for allocating the output of industries pro- 
ducing scarce materials which have been placed under “mandatory” control. Thus, a steel company 
has its output regulated by an “M” order, while a freight car builder uses a “P” order to help 
him get steel from a steel company. OPM also issues two other kinds of orders: “L” orders, 
setting a limitation on specific production (such as the manufacture of automobiles and mechan- 
ical refrigerators) ; and “E” orders which are similar to “M” orders but apply to highly special- 
ized equipment (such as machine tools). Operating utilities and utility manufacturers need only 
be concerned with “P” orders in determining their own priority requirements. 


GAS-ELECTRIC OPERATING UTILITIES 


OPERATING companies of this group are entitled in proper cases to three different kinds of 
priorities: (1) the project rating plan; (2) the maintenance, repairs, and supplies plan; (3) the 
“PD-1 plan” (individual preference certificate). In case of emergency breakdown in service to a 
substantial part of a utility system, caused by fire, flood, or some other catastrophe, the operating 
company may also obtain an A-l-a rating upon telegraphing a request for the same to OPM. 


GAS-ELECTRIC MANUFACTURERS OR SUPPLIERS 


CoMPANIES engaged in manufacturing or supplying materials and equipment for operating 
gas and electric utilities are entitled by reason of that part of their business to the following two 
kinds of priorities in the proper cases: (1) the defense supplies rating plan; (2) the “PD-I 
plan” (priorities certificate). Companies in this group may also make secondary use of either 
the “project rating plan” or “maintenance, repairs, and supplies plan” to get materials needed to 
fill orders served upon them by operating utilities under the latter’s use of such plans. 


: Project RATING PLAN 
WHEN a gas or electric utility must expand its system in order to serve some branch of the 
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government or some industry engaged in defense, or other essential work, it may be entitled to a 
project rating. If so, the particular rating (maybe anything from A-1 to A-10) is assigned in 
accordance with OPM’s determination of the relative importance of the activity to be served. The 
“project rating” covers all items needed to complete the particular job of utility expansion, 
obviating the necessity of going through Form “PD-1” for various individual items. It is in the 
nature of a blanket preference. To obtain it, a responsible utility official must swear to a state- 
ment containing the following information and send it to OPM in Washington: (1) name and 
address of the project owner; (2) location of project; (3) brief outline of project scope; 
(4) brief outline of project function; (5) brief outline of project purpose (especially with rela- 
tion to defense, stressing figures rather than generalities) ; (6) statement as to urgency (describ- 
ing expected demands, present reserves, etc.) ; (7) description of available equipment; (8) 
statement as to the relation of the project to existing facilities, requirements of construction; 
(9) statement as to the status of the project (whether already commenced and the schedule for 
completion) ; (10) statement as to cost, expected sources of procurement, and latest delivery 
date of each substantial item required, together with the cost of same, exclusive of labor. 


MAINTENANCE, REPAIRS, AND SUPPLIES PLAN 


Unoer this plan (Order P-46) operating utilities are given an A-10 rating to obtain three 
classes of materials: (1) maintenance material to keep property and equipment in sound condi- 
tion; (2) repair material to restore the same to sound condition after wear, tear, damage, or 
destruction; (3) operating supplies, such as generally carried in the company’s stores as a routine 
practice of current operations. The rating may be used, in some cases, to provide for connections 
for new consumers to the existing utility system and also for materials needed to relieve serious 
overloads. To invoke the plan a responsible officer of the utility simply certifies, to the supplier, 
that the materials are needed for purposes outlined under this plan. The supplier may in turn, 
if he requires materials to fill the orders, serve a certified order (under the same A-10 rating) 
upon any concern which supplies raw or other materials which the supplier needs to fill the 
utility’s order. No applications are needed under this plan, but utilities must notify OPM in 
Washington of their acceptance of the plan for use. 


THE “PD-1 PLan” 
Tuis is the procedure most ordinarily used because it is available to anybody who thinks he 


has a right to some form of priority. It is restricted in two ways: (1) There must be formal 
application, after which OPM may (or may not) assign a rating in accordance with its idea of 
the importance of the work proposed; (2) it applies only to a single order of a single category. 
Thus, a PD-1 application might cover so many feet of copper wire, but additional requirements of 
the same or different kinds of wire, or for some aluminum fitting to go on the wire, would need 
an additional and separate application. PD-1 forms may be had by applying to OPM offices in 
Washington or in the field. 

This form is made up so as to be executed in quintuplicate and a different set must be 
executed for each supplier (manufacturer) with whom the applicant wishes to place his order 
for materials. Applicants would be well advised to make as strong and clear a showing as possi- 
ble in this application concerning the relation of the material sought to national defense. Thus, he 
might well include information as to the number and percentage of defense and industrial con- 
sumers he serves. When the application is filed, it is assigned to an OPM division handling 
priorities for the class of materials sought (chemicals, metallurgical, etc.). If approved, a rating 
is assigned and two copies of the application are stamped and returned to the applicant—which 
constitutes his certificate. He serves one copy on the supplier and keeps the other for his record. 
Until recently it took about a month to go through PD-1 procedure, but OPM is trying to cut 
down the time lag. 


DEFENSE Supplies RATING PLAN 


Tuis plan (OPM Order P-6) enables manufacturers who have a fair amount of defense 
orders in their shop to get an A-10 rating to obtain supplies and materials they need to fill those 
orders. It can be used, also, to replenish materials used out of the manufacturer’s stock to fill 
such orders. This plan was developed to meet the problem of some defense manufacturers who, 
because they must start production in advance of receiving defense orders, must have assistance 
to secure a steady flow of materials into their plants. The plan is available to any manufacturer 
who can clearly identify the proportion of his production which is defense work. Individual 
applications under this plan must be made to OPM before a defense supplies rating is issued 
because the proportion would vary with each applicant. The rating commonly depends on 
quarterly checking of production and would cover purchases over the subsequent three months’ 
period, after which a recheck of production might increase or decrease the ratio. 
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program and the civilian population. Mr. 
Nelson said: 


But a manufacturer can’t operate unless 
he knows how much material he’s going 
to get and when he will be able to get it. 
He can’t get that information from a mere 
preference rating, because many other 
firms in the same business may have the 
same rating. 


— to Hobart Rowen, Wash- 
ington correspondent for The Jour- 
nal of Commerce, New York, it will only 
be a matter of time before this important 
development becomes a reality. Consider- 
able time-consuming effort will have to 
be put forth in order to make the change- 
over smooth and effectual. Mr. Rowen 
said: 


Necessity for revamping the priorities 
system, it was said, arises from the fact 
that issuance of thousands of preference 
rating certificates with high priority calls 
has virtually saturated American industry 
with “A-high” orders. 

In a situation where a bulk of consumers 
all have “first call,” it is pointed out, the 
ratings tend to become worthless. In some 
instances, A ratings alone have exceeded 
total supply. In one important metal, A 
ratings issued in August topped by 40,000 
tons the supply available that month. 

It is now planned to have industry esti- 
mate its over-all requirements, and then, 
with detailed estimates of the supply at hand, 
to allocate the supply directly to users. 
Complete control of the commodity at the 
source will then be had by defense agencies 
concerned, and much “paper” work will be 
eliminated. 

Observers here feel that transformation 
of the preference rating system into one 
consisting mainly of direct allocations would 
have the effect of either: 

(a) Reducing amounts of material re- 
ceived by defense consumers, but insuring 
that what is promised will actually be re- 
ceived; or 

(b) Eliminating some of the less essen- 
tial users who have heretofore had lower 
ratings. 


In graphic form the problem is illus- 
trated by this example: Ten fabricators 
may have A-l-a ratings for 10 tons of 
copper each; supply is only 50 tons. 
Under the present system, delivery dates 
would probably guide the filling of 


orders, but eventually some A-l-a 
ratings would “go begging.” 
It is planned, instead, to allocate, or 
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ration, the available 50 tons to all con- 
sumers in accordance with the most im- 
portant needs of the defense program, 
This will necessitate maintaining some 
form of rating system, but will eliminate 
the current “choking-up” of the economy 
with the same high ratings. 


T has been a common occurrence for 
a manufacturer to report that an A- 
10 rating has not enabled him to get ma- 
terial. In such cases, the priorities divi- 
sion has often changed the rating to A-8 
or A-6, and so on. In this way, pref- 
erence ratings have tended to be pyra- 
mided up to the top. 

Revamping of the system would be as 
part of the “general requirements” plan 
which the Supply Priorities and Alloca- 
tions Board has directed Mr. Nelson to 
draw up. Difficulty in establishing an 
over-all allocation program has arisen 
in part from the absence of any central 
plan, giving complete information on 
supplies and needs. Materials which 
already are being fully allocated by the 
Office of Production Management in- 
clude aluminum, magnesium, copper, 
cork, and nickel. 

The whole priority situation is futher 
complicated by the constantly changing 
tempo of defense demand. America 
started out to aid Britain short of war, 
then to become the arsenal of democracy 
(which included China), and now to help 
Russia. In the future America may also 
have to take on additional obligations in 
the fortification of various Atlantic, 
Pacific, and other hemispheric defense 
bases. 

This may all be vitally necessary as a 
matter of foreign policy. But each time 
we raise the “ante” for defense purposes, 
it necessarily means an additional diver- 
sion from the shrinking supplies of ma- 
terials available for American business 
generally. Hence OPM is like an officer 
in command of a lifeboat, who has the 
responsibility of rationing supplies to a 
crew which keeps increasing with every 
passing day. Obviously, under such 
difficult circumstances, substantial shifts 
of administrative policy must be ex- 
pected. 
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“WELL, THERE GOES THE ONLY CASH AND CARRY CUSTOMER WE'VE GOT” 


Gas Industry Gets a Sprightly Symbol 


| Seat utility customers through- 
out the land have become familiar 
with “Reddy Kilowatt”—a_spindling 
streak of lighting with a billiard-ball 
head and a W. C. Fields nose, commonly 
reproduced in Mephistophelean red. Red- 
dy was introduced to the American pub- 
lic many years ago in an effort to human- 
ize the story of domestic electric service 
—to show how anxious he is to work for 
more hours at less pay, and so forth. 
Now it appears that this comical little 
fellow has a girl friend who promises 
to keep him stepping. Some of the gas 
companies have already given this little 
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girl a big hand. Her name is Jetty Brite 
and she is a flashing symbol of modern 
ever-ready gas service in the American 
home. 

F. R. Jamison, director of publicity 
for the Public Service Company of Colo- 
rado, and also an ardent admirer of Jetty 
Brite, explains the emergence of this gas 
industry glamour girl of 1941 in the fol- 
lowing terms: 


Gas service is thought of, all too often, in 
terms of iron pipes, tanks and holders, pipe 
lines, valves, and other mechanical contriv- 
ances. Symbolic figures created to person- 
alize gas service reflect this trend of thought, 
and frequently develop as a result into for- 
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bidding mannikins fashioned from sections 
of gas pipe, or clothed in overalls. These 
characterizations of gas service have their 
place, but they seldom are a natural or 
familiar part of the average homemaker’s 
everyday experience. 

Jetty Brite has hit the dominant keynote 
of gas service—service as it actually is ex- 
perienced and made use of by the home- 
maker. 


R. Jamison goes on to explain that 

the average housewife has little in- 
terest in gas pipes which supply her 
range. But she has a good deal of interest 
in the meals that must be prepared for 
her family and guests. She cares little 
for the BTU content or pipe sizes. She 
wants to know the number of minutes it 
takes to heat an oven for biscuits, or 
whether she can linger at the matinée 
bridge party without worrying about a 
burned roast. She is interested in getting 
information about the health protection 
of her family through uniform heating 
of the home and through the annihilation 
of dirt by a continuous supply of hot 
water. 





© Jetty Brite, 1940 


Jetty Brite was created as a symbolic 
figure to tell the American housewife 


about all these things. Her creation was 
the result of study by both men and 
women skilled in home economics, sales 
work, and art. It was found that Jetty 
Brite could carry the message to Mrs, 
America quicker and more effectively 
than solid blocks of factual copy or in- 
frequent personal visits by utility repre- 
sentatives. Speaking of the art work on 
Jetty Brite, Mr. Jamison said: 


From an art standpoint, she is easily drawn 
by an artist without losing her personality 
because of the artist’s particular style. This 
is especially true because her features are 
supplied in the mind of the observer, and 
reflect a joyous, a serious, or any inter- 
mediate mood that is appropriate to the oc- 
casion, without the necessity of special skill 
by the artist in portraying these moods. 

In advertising, she is a personality that, 
first of all, attracts attention to the adver- 
tisement. 

Her message—usually brief, often in 
rhyme or jingle—can be given far more life 
and sparkle than is possible in the more 
formal statements of the company. 

She “fits in” to the everyday situations of 
the home, whether it be doing the laundry 
work, entertaining in the living room, or 
working in the kitchen. She is 
in any situation where the homemaker her- 
self is concerned. 


ETTY’S success in telling the story of 

gas service so far has been note- 
worthy. She appears in the newspapers 
and on poster boards. She has broadcast 
over the radio and frequents demonstra- 
tion kitchens. She is often seen in cus- 
tomer and employee house organs, in di- 
rect mail and novelty hand-out pieces. As 
those she serves become better acquainted 
with her, Jetty Brite’s usefulness and 
value to both the gas industry and its 
customers hold much promise. 





Utility Engineer’s Post Develops Best Seller 


ie Lofberg is an engineer for the 
Southern California Edison Com- 
pany. To be exact, for nine years he was 
chief engineer at the lonely Florence 
Lake station of Southern California Edi- 
son’s Big Creek project. This is far back 


in the mountains of Fresno county, 7,300 
feet up in the high Sierras. 

Once the tunnel and dam were com- 
pleted, or nearly so, it became necessary 
for someone to stay on and regulate the 
flow of water and supervise general op- 
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WHAT OTHERS THINK 


erations. Ted Lofberg and his wife, Lila 
Lofberg, decided to stay. And stay they 
did for nine winters in a cabin 34 miles 
from the nearest town. As a result of 
their experience, Mrs. Lofberg, with the 
assistance Of David Malcolmson, has 
written one of the most interesting stories 
of wild life to strike the modern literary 
market in many a moon. 

Mrs. Lofberg began her first winter 
by setting out bird tables covered with 
crumbs. She learned to identify the va- 
rious birds found in this wild retreat 
during long walks. Among other un- 
usual birds, she located the rare Town- 
send solitarie, which sings only in the 
winter. 

The Lofbergs had to lay in their en- 
tire living supplies for the year in the 
summer because the snow starts to fall 
in that area early in October. The snow- 
fall averages nearly 150 inches a year. 
Except for a telephone line and an as- 
sistant who was stationed near by, they 
were cut off from the rest of the world 
for seven or eight months. 


ROBABLY the most unusual experience 

described by Mrs. Lofberg was their 
acquaintance with mountain coyotes. The 
first time Ted Lofberg saw a coyote 
hanging around the house he shot him 
on the general principle that the only 
good coyote was a dead coyote. But one 
afternoon they noticed a coyote practical- 
y exhausted and, taking pity, they fed 

im. 


To their surprise he showed his 
gratitude by coming back regularly for 
meals during the following days, bring- 
ing along a couple of friends. 

They christened the coyotes Tom, 
Dick, and Jerry and came to regard them 
as regular customers for free lunches. 
To their surprise, these animals, com- 
monly looked upon as timid savages, be- 
came almost as tame and friendly as dogs. 
Tom would come racing from miles away 
at a whistle and Dick learned to stand on 
his hind legs and dance for his dinner. 

Wood rats crept into the Lofbergs’ 
stores, and they discovered the secret 
and inimitable balance of nature when a 
house skunk, Johnnie, came to live be- 
neath them and rid them of the rodents. 
Later, when spring came, they saw that 
balance in operation again when lizards 
came to swallow down a plague of red 
ants; when they adopted J. J., an 
orphaned bluejay, to keep the perpetual 
rhythm by making his meals off a grow- 
ing surplus of the fly-exterminating 
hornets. By late spring Mrs. Lofberg 
had her permit, a trap from the Western 
Bird Banding Association in Los An- 
geles, and had established the highest 
year-round bird-banding station in the 
country. How other so-called “wild” 
animals became their friends is also told 
in graphic detail in this unusual nature 


book. 
—F, X. W. 
SrerrA Outpost. By Lila Lofberg and David 
Malcolmson. 254 pages. Duell, Sloan & 
Pearce. New York, N. Y. Price $2.50. 





Economic versus Political Security 


4 a harp nations nor individuals can become assured of any kind 
of security through the use of force to try to guarantee security 


to others. 


“Through a contagion of fear, peoples all over the world have become 
hysterical about security—about economic rather than political security. 
There is no economic security for the masses, except that which comes 
through retaining and exercising political power the average citizens 
have acquired through popular government. All of us are certain to lose 
much Ps the political powers we possess tf. we are drawn into this war. 
Therefore there is nothing so important to all of us as to remain at peace 
until we are forced to fight for our own political security.” 

—Atrrep M. LANDon, 
Former governor of Kansas. 
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FPC to Publish Gas Rates 


HE United States Senate on October 9th 

without objection adopted a resolution by 
Senator LaFollette of Wisconsin, directing 
the FPC to publish comparative gas rates. The 
commission is called upon to list the rates 
charged for natural, manufactured, and mixed 
gas service in all cities in the United States of 
50,000 population and over, for all classes of 
residential customers, whether publicly or 
privately served; the commission would also 
list other cities, segregated by geographical 
areas, in which there are gas distribution sys- 
tems and would publish the prices charged for 
residential gas service, whether publicly or 
privately owned. 

Senator LaFollette explained that the reso- 
lution calls for information which has already 
been collected by the FPC, but which will now 
be made available to Congress and the public. 


Gas Issue Approved 


T= Securities and Exchange Commission 
on September 26th issued a memorandum 
opinion permitting the Natural Gas Pipe Line 
Company of America to go ahead with the 
proposed sale of $30,000,000 principal amount 
of first mortgage bonds to six banks and twa 
insurance companies. 

On August 25, 1941, the SEC issued an 
order calling for a hearing on the proposed 
financing, after withdrawing its exemption of 
Natural Gas Pipe Line from the provisions of 
the Public Utility Holding Company Act of 
1935. On September 24th, Cities Service Com- 
pany, a parent of Natural Gas Pipe Line, filed 
a motion with the commission to dismiss the 
proceeding and requested that the notice and 
order revoking the exemption of Natural Gas 
Pipe Line from the provisions of the act should 
be vacated. Cities Service argued that the 
delay occasioned by the public hearings would 
jeopardize the financing program. 

The commission, in reversing its -previous 
position, said it now appeared that the pro- 
posed financing by Natural Gas Pipe Line 
Company of America “has proceeded prac- 
tically to the point of consummation in reliance 
upon the exemption granted by the rule here- 
inabove referred to and that delay incident 
to the proceedings would jeopardize such 
financing and the completion of the construc- 
tion program now under way.” 

The commission said it would be inequitable 
“at this time to revoke the exemption.” 


The March of 
Events 


Transfer of TVA Headquarters 
Denied 


ROCEEDINGS brought by a group of north 

Alabama citizens to force removal of the 
Tennessee Valley Authority’s principal offices 
from Knoxville, Tennessee, to Muscle Shoals 
were lost in Federal court on October 3rd when 
Judge T. A. Murphree granted a defense 
motion to dismiss the case. The court held 
the plaintiffs had failed to state a cause of 
action and that it was without jurisdiction, 


FCC Not to Advocate Daylight 
Saving 


HE Federal Power Commission last month 

announced that it would not recommend 
a continuance of daylight saving time in any 
region of the country beyond September 28th. 
The commission reached its decision following 
a canvass of the power situation throughout 
the United States and an analysis of the effect 
of summer daylight saving time in the South- 


east. 

The FPC emphasized, however, that the an- 
nouncement “does not preclude the possibility 
that a resumption of daylight saving, or its 
establishment in other areas, may be recom- 
mended if the circumstances warrant.” Chair- 
man Leland Olds said the commission “reiter- 
ates its conviction that, in order to meet effec- 
tively any emergency which may arise in the 
future, the bill now under consideration by the 
Congress, which would authorize the Presi- 
dent to establish daylight saving time where- 
ever required, should be enacted as an essential 
part of the defense program.” 


Seaway Delay “Grave Error” 


HE Federal Power Commission said re- 

cently that it would be “a grave error in 
military planning” to delay construction of the 
St. Lawrence river power project, which 
would have a capacity of 820,000 kilowatts. 
The commission’s position was stated in a 
letter from Chairman Leland Olds to Repre- 
sentative Joseph J. Mansfield, Democrat of 
Texas, chairman of the House Rivers and 
Harbors Committee which is considering the 
project. 

Olds said upstate New York is now short of 
power, adding that even with completion of 
the St. Lawrence project in 1945 that area 
would be 394,000 kilowatts short. 
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THE MARCH OF EVENTS 


The National Coal Association on October 
Ist, through its executive secretary, said that 
it was utter nonsense to make it appear that 
the St. Lawrence hydroelectric project was a 
national defense necessity as well as an ally 
of the coal industry. 

Referring to Mr. Olds’ letter to Chairman 
Mansfield, John D. Battle, executive secretary 
of the association, said that bituminous coal 
producers contended that the project had no 
yalidity as a national defense measure because 
the power it produced could be obtained more 
economically and safely through construction 
of steam plants. Mr. Battle said: 

“The present letter from Chairman Olds to 
Chairman Mansfield does not controvert these 
conditions. The FPC chairman attempts to 
sidestep them by asking Congress to believe 
that steam plants cannot be substituted for St. 
Lawrence hydro because the manufacturers of 
steam plant equipment are already overloaded 
with orders for years to come and that irre- 
spective of cost or safety or other advantages, 
the increment of electric power which the St. 
Lawrence promises will be forever lost if the 
project is not consummated ; that the substitu- 
tion of coal-burning steam plants to provide 
this increment of power is impossible because 
the manufacturers cannot supply the equip- 
ment. This is preposterous. Surely Congress 
will not be taken in by any such flimsy excuse.” 


Indictments Stand 


Monn: to quash indictment of three utility 


officials and two utility firms, who were 
named in true bills last December on charges of 
making illegal contributions in state political 
campaigns, were overruled on October 2nd by 
U. S. District Judge Briggle at Springfield, 
Illinois. He made no comment in overruling 
demurrers to the indictment and ordering that 
the indictment be brought to trial. He directed 
the court clerk to set an early date for arraign- 
ment of defendants in the case. 

The indictment charged the Illinois Iowa 
Power Company, the Missouri Power & Light 
Company, and three executives with contribut- 
ing at least $77,000 to Illinois political cam- 
paigns from secret slush funds. 

Contending that the 1935 Holding Company 
Act was an attempt to regulate elections, 
attorneys for the utilities moved to quash the 
indictment on the ground that the law was 
unconstitutional. 


TVA Power Consumption 
Drops 


HE Tennessee Valley Authority revealed 

last month that power consumption in its 
system decreased in July by about five million 
kilowatt hours from the June mark but no 
official would connect this with the daylight 
saving time-power conservation question. 
_ The authority reported that total consump- 
tion of energy in July was 190,949,000 kilowatt 
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hours compared with 145,782,000 kilowatt 
hours in July a year ago. 

A TVA spokesman said the power division 
had not completed a study of the effect of 
daylight saving time—adopted this summer by 
a number of municipalities served by the Fed- 
eral agency—on power consumption. He added 
that the Federal Power Commission, which 
recommended the adoption of the “fast” time 
as a power conservation measure, would be 
the organization to look toward for an answer 
as to its effectiveness. 

Complicating factors included the terrific 
increase in power consumption by national de- 
fense industries,: the conservation program 
that was conducted in some places simul- 
taneously with the institution of daylight 
saving time, and the let-up on conservation 
measures after July rains restored reservoirs 
on feeders of the Tennessee river to higher 
levels. 


Conflicting Views on Adequacy 
of Power Supply 


HE nation need fear no shortage in elec- 

tric power requirements, the Natural Re- 
sources Committee of the Chamber of Com- 
merce of the United States declared last month. 
James D. Francis, of Huntington, West Vir- 
ginia, chairman, reported “the continued 
ability of electric power companies to maintain 
a reasonable margin of safety between peak 
demand and installed generator capacity is 
reassuring, both as to the needs of the country 
for electric power and as to the financial 
strength and foresight of the industry.” 

He said some shortages in rainfall have 
caused concern in a few areas, but on the whole 
the industry “still maintains a safe margin of 
spare in the face of greatly increased demand. 
He said between June, 1931, and June, 1941, 
“peak demand rose 6,000,000 kilowatts, while 
generating capacity was increased 3,000,000 
kilowatts, the difference in added peak over 
new capacity being made up out of spare which, 
at the close of the 2-year period, was nearly 
12,000,000 kilowatts. New construction during 
1941 will add about 3,500,000 kilowatts. This 
includes public and private installations.” 

Should the defense program reach its full 
stride by the middle of 1942, as has been offi- 
cially indicated, “the general power situation 
seems well in hand, and no serious over-all 
shortage would occur if new defense loads can 
be properly distributed.” 

Chairman Olds of the Federal Power Com- 
mission subsequently predicted a “critical” 
power shortage for Georgia and Alabama by 
November Ist, as members of the commission 
met in Charlotte, North Carolina, for a con- 
ference with officials of 19 power companies 
and state utility officials of 7 southern states. 
Olds also predicted that the shortage in Ten- 
nessee would be critical about December Ist, 
unless there are heavy rains in the mountains 
near the hydroelectric plants. 
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Olds explained to the gathering that its 
purpose was twofold: To obtain the most 
efficient use of existing facilities, and to avoid 
duplication of effort in defense areas. 

Officials of the Georgia Power Company re- 
ported that their hydro storage reservoirs, 
designed to store enough water to make several 
hundred million kilowatt hours of electrical 
energy, had enough water in storage for only 
50,000,000 kilowatt hours. Normal daily con- 
sumption by subscribers of the company is 
about 8,000,000 kilowatt hours, company offi- 
cials said. 

The Carolinas, now enjoying a surplus of 
power which is being transmitted in part to 
other areas, may be called upon to curtail 
general usage in the future as more and more 
power is shunted to regions facing a greater 
shortage, it was said. 

State commissions represented were those of 
Alabama, Tennessee, Arkansas, North Caro- 
lina, South Carolina, Virginia, and Georgia. 

Tennessee and Georgia power officials sub- 
sequently took issue with Commissioner Leon 
Jourolmon of the Tennessee Railroad and 
Public Utilities Commission on his statement 
that the southern area is threatened with a 
power shortage. Chairman Walter R. Mc- 
Donald of the Georgia Public Service Com- 
mission was quoted to the effect that “the 
South has sufficient power to meet all indus- 
trial needs.” 

Chairman McDonald charged that contrary 
statements were “most unfair.” He said the 
assertion of Chairman Olds of the FPC that 
a power shortage exists throughout the South 
“Gs calculated to do the South irreparable harm 
in the face of its earnest efforts to do its full 
part in the decentralization of industry and to 
secure a fair share of national defense expendi- 
tures.” 

W. C. Baird, chairman of the Nashville 
Power Board, said he had not heard of any 


threatened power shortage, and General Mana. 
er James E. Carnes, of Nashville Electric 
ervice, said he had heard nothing from TVA 
or the FPC of any shortage. 


Civil Employees Vote Strike 
Use 


HE State, County, and Municipal Workers 

of America, CIO union of civil service 
employees, meeting in Lansing, Michigan, re. 
vised its constitution last month to establish 
machinery for strikes in government depart- 
ments and public and private hospitals, 

By unanimous vote the union’s biennial con. 
vention rejected the argument advanced by 
President Roosevelt, Mayor LaGuardia of 
New York, and scores of other government 
officials that civil servants could not legally 
strike against the government, but the organi- 
zation gave assurance that it would not invoke 
the strike weapon until it had exhausted “all 
other methods to attain its collective bargain- 
ing objectives.” 

Officials of the union insisted that the amend- 
ment approved represented no change in the 
philosophy of a clause in the old constitution 
declaring that “it shall not be a policy of this 
organization to engage in strikes as a means 
of achieving its objectives.” The no-strike 
clause was retained in the constitution, but it 
was “clarified” through the insertion of a sec- 
tion authorizing the national executive board 
to establish rules and regulations governing 
strike procedure for local unions. 

The most effective way to avert strikes in 
public agencies, the union declared, lies in 
amendment of the National Labor Relations 
Act and the labor laws of the states to guaran- 
tee to government employees the collective 
bargaining rights now enjoyed by workers in 
private industry. 


Arkansas 


Discuss Sour Gas 


F  Nenneate that the Carter Oil Company, 
controlling most of the leases in the south 
Arkansas gas fields, was deliberately delaying 
utilization of sour gas were made by A. O. 
Graves, Hope lawyer, representing the Corne- 
lius interests, at a meeting of the -Arkansas 
Oil and Gas Commission at Little Rock last 
month. 

Mr. Graves said that purification of the sour 
gas, which contains toxic, hydrogen sulphide, 
and is unfit for industrial or domestic use in 
its natural state, had first been mentioned in 
February and that nothing had been done since 
towards utilization of the gas. He asked why 
the gas still was being wasted. 

A representative of the Carter Oil Company 
replied that the gas could not be used until a 
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market is obtained, until the reserves are com- 
puted, and until the cost of construction and 
operation of the purifying desulphurization 
plant has been determined. 

He said it would be foolish for his company 
to invest a “considerable sum” in a purifying 
plant unless the gas reserves were sufficient to 
permit amortization of the plant. 

He blamed the Federal government for the 
failure to provide a market for the gas and 
the electric power that could be generated by 
it. Some time ago the Office of Production 
Management announced that large aluminum 
and alumina plants would be constructed in 
Arkansas as a part of the defense program, 
but no decision as to what agency would supply 
the electric power for these plants has been 
announced. 

It was announced that sour gas would be the 
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fuel but a fight was said to be in progress 
between a coalition of rural electrification co- 
dperatives and private power interests as to 
which shall be the generating agency. 


Hearing on Proposed AVA 


D@ E. Lilienthal, chairman of the Tennes- 
see Valley Authority was scheduled to 
appear at Little Rock on October 17th at a 
hearing on a bill pending in Congress for es- 
tablishment of an Arkansas Valley Authority 
to develop Arkansas river and its tributaries 
ona scale greater that that of TVA. Delegates 
from Missouri, Kansas, Oklahoma, Texas, 
and Louisiana were to participate in the hear- 
ing, and Governor Homer M. Adkins would 
invite governors of those states to attend. 
Congressman Clyde T. Ellis, author of the 
bill, was understood to have President Roose- 
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velt’s approval in proposing vast power and 
flood-control development. 

The first project scheduled for Arkansas 
under the bill is Blakely Mountain dam on the 
Ouachita river, for which a license was issued 
to the Arkansas Power & Light Company and 
revoked by the Federal Power Commission. 
Application for reinstatement was pending. 
Arkansas Power & Light spent $1,600,000 in 
preliminary work at the dam site, it was re- 
ported, 

The Arkansas Junior Chamber of Commerce 
by resolution has endorsed the proposal of the 
Arkansas Power & Light Company to form a 
pool of privately owned utilities to supply 
power for proposed aluminum processing 
plants in Arkansas. An alternate plan is forma- 
tion of local units to receive Rural Electrifica- 
tion Administration loans to construct required 
generating capacity. 


California 


Gas Sales Climb 


HE nation’s defense boom has made Cali- 
fornia industrial plants burn a fourth 
more gas than a year ago. As war industries 
sprang up and expanded both the number of 
plants using gas and the volume of gas used 
went to new high records. 
The increase in number of gas-burning 
plants, though enough to make a new high, 
was relatively small. Most of the rising de- 
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mand on the gas companies from industry came 
from old manufacturing plants. 

California industrial plants consumed 9,314,- 
772,000 cubic feet in July, the biggest July 
mark on record. It had gone up 23.5 per cent 
in a year. 

Household customers have increased rapidly. 
There were 5.6 per cent more than a year ago, 
as building of new homes, largely for defense 
industry workers, pushed the domestic cus- 
tomer list up to 1,751,717. 


Colorado 


Emergency Gas “Rations” 


p= and other cities served by the Colo- 
rado Interstate Gas Company were on 
emergency gas “rations” last month as crews 
of weary workmen battled miles of grease- 
slick mud in northeastern New Mexico in an 
effort to repair two pipe-line washouts, which 
created a 5-day gas shortage. 

A small by-pass line around one of the two 
breaks had been installed on September 24th. 
It was September 27th before enough gas 
reached, the consuming cities to supply the full 
needs of all domestic and some commercial 
and industrial users. 

Full restoration of the big, 22-inch line, which 
would make possible the resumption of gas 
service to industrial plants, was expected by 
the end of the month. 

Meanwhile, officials of the Public Service 
Company of Colorado and other distributing 
companies affected by the break were loud in 
their praise of the whole-hearted codperation 
received from gas consumers in conserving 
existing supplies of gas. 
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Protest State Assessment 


ONTENDING that rural electrification proj- 

ects in Colorado will be seriously cur- 
tailed to the detriment of 10,000 farm homes 
they now serve unless the tax assessment on 
the projects is lowered, five state rural electri- 
fication codperatives filed a protest on October 
2nd with the state board of equalization. 

The protest was directed at the action of the 
state tax commission in substantially raising 
assessed valuation of the electrification proj- 
ects which now serve extensive rural areas in 
Colorado. The total assessment for 1941 im- 
posed by the commission on this class of prop- 
erty is $632,770. Last year the equalization 
board reduced the tax commission valuation of 
electrification projects by 50 per cent. 

The protestants are the Southeastern Power 
Association, Grand Valley Rural Power Lines, 
Morgan County Rural Electric Association, 
San Luis Valley Rural Electric Codperative, 
and the Union Rural Electric Association. 

While specifically challenging their own 
assessment, the companies contended in their 
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brief that a dozen other cooperatives, all 
financed by loans from the Federal Rural 
Electrification Administration, are in various 
stages of organization, construction, and opera- 
tion and are also potential protestants. 


Under the present system of assessment of 
such a class of property, it was contended, 
REA cooperatives pay taxes on a valuation of 
10 per cent of construction costs until the proj- 
ects are in operation more than a year, 


Georgia 


Sewage Gas Slashes Fuel Bill 


TS Atlanta water works department will 
cut its fuel bill by $9,125 per year within 
the next few weeks when it converts one of 
the hand-fired boilers at the Chattahoochee 
river pumping station to gas and begins burn- 
ing 200,000 cubic feet of surplus gas made 
each day at the Clayton sewage disposal plant. 

Since the Clayton plant was opened in the 
fall of 1938, the gas has been formed as a by- 


product of digesting the sewage, and Clarke 
Donaldson, city chief of construction, and his 
assistant, William H. Hansell, have attempted 
to devise a plan for utilizing the waste. Because 
some disposition must be made of the gas, it 
has been burned constantly since the plant 
opened. The Clayton plant utilizes some of 
the by-product to produce all the electric 
power, heat, and other energy needed to op- 
erate the plant, but the 200,000 cubic feet a 
day was excess. 


Ilinois 


Plant Opening Delayed 


T= first unit of the new $30,000,000 plant 
of the Union Electric Company at Venice, 
originally scheduled to be placed in operation 
on October Ist, would not begin producing 
power until about the middle of December, 
company officials said recently. 

Construction of the new plant, which will 
ultimately provide 240,000 additional kilowatt 
hours of power for the St. Louis area, was 
delayed by 16 jurisdictional strikes by building 
unions, and also by a strike at the Allis-Chal- 


mers Company, Milwaukee, manufacturer of 
the turbines to be installed in the plant. The 
first of the 40,000-kilowatt turbines ordered, 
which were scheduled for delivery July 18th, 
had not arrived. 

William McClellan, president of the Union 
Electric Company of Missouri, told the Elec- 
trical Board of Trade in St. Louis last month 
that the company had spent $300,000 in over- 
time pay for workmen in an effort to speed 
completion of the new plant to make certain 
that the power needs of the area’s expanding 
defense industries would be met. 


Indiana 


Fight to Control Utility 


FIGHT between the American Federation of 

Labor and CIO unions wracked the work- 
ing force of the Northern Indiana Public Serv- 
ice Company’s South Bend gas plant on Sep- 
tember 26th. Men in Local B-9 of the Inter- 
national Brotherhood of Electrical Workers 
(AFL) picketed and men in Local 12,259 of 
the United Mine Workers of America (CIO) 
operated the plant on September 25th. Service 
was not hampered. 

George V. Bennett, plant manager, reported 
that AFL employees were attempting to keep 
from the place workers who were not paid up 
members of the IBEW. The AFL local’s 
business agent, John Marks, of Michigan City, 
said the picketing was a fight on a “CIO raid” 
on IBEW membership. He claimed a 4-year- 
old closed shop contract for his union and 
said sixty-four of the company’s seventy-nine 
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eligible gas workers in South Bend and other 
communities were IBEW members. 


Towns Vote Purchase 


HE Ohio River Power Company, a subsid- 
iary of the Associated Electric Company, 
was to be sold to the towns of Cannelton and 
Tell City as a result of a municipal election 
held to approve the purchase. . 

Trustees of the Associated Gas and Electric 
Corporation, which controls Associated Elec- 
tric, announced on October Ist they would pro- 
ceed with arrangements looking toward con- 
summation of the sale at $600,000. 

Before this transaction can be consummated, 
however, it must be approved by the Federal 
District Court supervising reorganization of 
Associated Gas and Electric, and by the Se- 
curities and Exchange Commission at Wash- 
ington. 
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Gas Rate Cut Urged 


recoRY Brunk, spokesman of a committee 
G named to negotiate terms for a possible 
purchase by the city of Des Moines of the 
gas and electric utilities, recently urged the 
city council to seek an immediate reduction of 
gas and electric rates. Charging utility profits 
in the city are “excessive,” Brunk said rates 
“are not cheap, but high.” 
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He presented to the councilmen several 
sheets of figures and photostatic copies of 
records to support his contentions. Brunk also 
presented copies of a Federal Power Com- 
mission opinion which he said showed utilities 
begin to make efforts to get public good will 
as agitation for municipal ownership increases. 

Except for Sioux City, Des Moines pays 
more for gas than any of seven other larger 
Iowa cities, Brunk said. 


Kansas 


Ordered to Bargain with AFL 


HE National Labor Relations Board on 

September 29th announced a decision di- 
recting the Kansas Utilities Company, Fort 
Scott, to bargain collectively with the Interna- 
tional Brotherhood of Electrical Workers, 
Local Union B-304 (AFL), as the sole bar- 
gaining representative of the production, operat- 


Gas Company Personnel 


Pyprere C. Hellmers, assistant general man- 
ager of the lowa-Nebraska Light & Power 
Company, was recently appointed district man- 
ager of the company’s gas properties in Lin- 
coln and vicinity. 

L. R. King, president of the company, also 
announced that William R. McGeachin, who 


New 


Rural Utility Revision 


HE operating subsidiaries of the Niagara 

Hudson Power Corporation system last 
month filed with the state public service com- 
mission changes in their rural line extension 
plans under which customers on lines that have 
been in operation five years will have the same 
monthly minimum charges for electric service 
as apply in adjacent urban communities, it was 
announced recently. 

Alfred H. Schoellkopf, president of Niagara 
Hudson, said this was a further step in the 
rural electrification program carried on by the 
Niagara Hudson system in codperation with 
the New York State College of Agriculture 
and the New York State Experimental Sta- 
tion at Geneva. “The effect of this change,” 
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Nebraska 





ing, distribution, and maintenance employees. 

The board found that on and after Septem- 
ber 21, 1940, the company refused to bargain 
collectively with the union, despite the fact 
that, as shown by the company’s payroll, it 
represented thirty-eight of the forty-seven 
employees within the appropriate unit. 

The company is a subsidiary of Community 
Power & Light Company. 





is at present contract manager in charge of 
rates and contracts, will continue in that ca- 
pacity and will also assist Mr. Hellmers. 
King said that the following men would be 
in charge of gas properties in Nebraska out- 
side Lincoln: Forest Kitch, Beatrice; Robert 
Graham, Norfolk; John W. Byron, York; A. 
C. Floto, Seward; S. A. Schultz, Oakland ; and 
Dwight Edward, Plattsmouth. 






York 


Mr. Schoellkopf explained, “will be further to 
standardize and unify the system’s electric rate 
schedules.” 

Electric service now is available to 80 per 
cent of all farmers in New York state and 
within the last six years Niagara Hudson com- 
panies have built 6,350 miles of rural lines, ac- 
cording to Mr. Schoellkopf. 


Fight for Bargaining Rights 


—. J. Quill, unanimously reélected 
international president of the Transport 
Workers Union of America, CIO, at the 
union’s third biennial convention recently held 
in New York, said he would continue to fight 
for recognition of the bargaining rights of 
transport workers in New York city and else- 
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where and for establishment of a grievance 
board at the board of transportation, which 
og have a member of the union as a mem- 
er. 

Endorsement of President Roosevelt’s 
foreign policy and the advancement of the fight 
to obtain a collective bargaining agreement 
with the city for the benefit of the 32,000 civil 
service employees on the unified transit lines 
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were the principal subjects of discussion, 
Allan S. Haywood, national director of the 
CIO, without mentioning Mayor LaGuardia 
by name, accused him of breaking his promises 
to the TWU. The board of transportation, Mr, 
Haywood charged, has been guilty of “the 
most brazen and outrageous attempts to break 
a labor union that I have ever witnessed in 
my long career as a labor leader.” 





Pennsylvania 


Gas Service Threatened 


ig gas service to 40,000 Allegheny 
county consumers, principally homes in 
the South Hills and industrial plants in Mc- 
Kees Rocks and Bridgeville, was menaced on 
September 26th by a walkout of distribution 
and service employees. 

No interruption of service was reported but 
officials of the Manufacturers Light & Heat 
Company were unable to estimate how long 
the flow of gas could be continued without 
“trouble shooters” to repair gas mains if breaks 
should occur while the men were idle. 

Pickets of Local 12,051, CIO United Mine 
Workers of America, patrolled the company’s 


¥ 


South Hills division office, nerve center of the 
distribution system. 

Raymond Snyder, secretary of the local, 
insisted the employees were “not on strike,” 
but were picketing to force “a minority” to 
join the union. 

The Manufacturers Company signed an 
open shop contract with the union last May. 
The contract, which expires next May, applies 
only to members of the union. Company of- 
ficials said it contained provision for arbitra- 
tion of all disputes and mutually protective 
clauses forbidding intimidation or coercion 
against members of the union and nonmembers 
and forbidding solicitation of new members on 
company time. 


Rhode Island 


To Probe Electric Rates 


HE Providence city council on October 
2nd adopted without discussion a resolu- 
tion presented by Councilman John W. Moak- 
ler, Jr., Democrat, of the First Ward, creating 
a committee to investigate the rate charged 
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by the Narragansett Electric Company for 
street lighting and determine whether it is 
“reasonable and fair.” : 

The committee, which is to consist of five 
members, would be named by the president 
pro tem of the city council and will ascertain 
the feasibility of installing a municipal plant. 





South Carolina 


Exports Electricity to TVA 


outH Carolina power-producing concerns 
S were called on again recently for heavy 
“exports” of electric energy into Georgia, 
which in turn transmits to the Tennessee val- 
ley area where the real shortages of the re- 
cent drought situations have existed. 

Walter C. Herbert, director of the electrical 
utilities division of the state public service 
commission, disclosed last month that exports 
to Georgia from the state of South Carolina 
were averaging in excess of a million kilowatt 
hours a day, having reached this stage after 
the export lull which followed the end of the 
extreme drought of the early summer. 

There is a new drought, not yet a serious 
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one, Mr. Herbert said, but sufficient to have 
brought a call for help from the TVA area 
where large defense industries are operated 
and where the Reynolds Metals Company has 
just opened a large new aluminum plant, in- 
creasing the power demand. 

In the circumstances, and under previous 
agreements, the Duke Power Company, and 
the South Carolina Electric & Gas Company of 
Columbia, were said to be transmitting large 
quantities to the Georgia Power Company’s 
system. 

The energy moving from the South Caro- 
lina Electric & Gas Company comes from the 
company’s Parr Shoals steam plant and some 
of it from the Lexington Water Power Com- 
pany’s Lake Murray hydro development. 
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THE MARCH OF EVENTS 


Tennessee 


Hits TVA “Muscling In” 


HE second major dispute between the Chat- 

tanooga Electric Power Board and the 
Tennessee Valley Authority was brought into 
the open last month when L. J. Wilhoite, chair- 
man of the power board, released a statement 
charging that the TVA is making an effort 
to “muscle in’ on the board’s territory and 
obtain a contract to supply direct the power 
requirements of the huge Volunteer Ordnance 


Works under construction six miles northeast 
of Chattanooga. 

Wilhoite said the War Department project 
would require approximately 110,000,000 kilo- 
watt hours annually which, under the board’s 
industrial rates, would represent an account of 
$425,000. 

The board chairman said he had been in- 
formed by David E. Lilienthal, chairman of 
TVA, that the board was not within its con- 
tractual rights in seeking the business. 


Texas 


Sued for Chain Tax 


TTORNEY General Gerald C. Mann last 
month filed suit in the 126th district 
court against three utility companies seeking 
$166,763 additional taxes under the chain store 
tax law for a 5-year period ending with 1940. 
Defendants named were Central Power & 
Light Company, Southwestern Gas & Electric 
Company, and West Texas Utilities Company. 


Contending that the defendants are con- 
trolled and directed by one management, the 
suit alleged that therefore the approximately 
105 stores operated and maintained by the de- 
fendants constitute one chain for which taxes 
totalling $264,699 are due, instead of the total 
of $97,905 paid by the three companies on a 
basis of three chains during the five years. 
The state’s suit asked recovery of the $166,- 
763 difference. 


Utah 


Approves Rate Reduction 


HE state public service commission on 
October 2nd authorized the Southern Utah 
Power Company to institute lower residential 
and commercial rates which will save its cus- 
tomers in Ion and Washington counties an 
estimated $12,400 a year. The new schedules 
would become effective in thirty days, unless 
the commission should decide to put them into 
effect sooner, George S. Ballif, commission 
chairman, explained. 
No rate changes were contemplated in St. 
George city, which is being served by the com- 


pany on a temporary basis pending the com- 
pletion of a municipal power system. 

Reid H. Gardner, president of the company, 
in a letter to the commission asking permission 
to lower rates, said that in addition to reduc- 
ing rates the revised residential schedules 
eliminate the room-type rate. “Our present 
residential schedule penalizes home owners 
having more than four rooms. All customers 
will be billed on the same basis under the new 
schedules.” Included in the new commercial 
schedule will be a “power factor” identical with 
that allowed by the commission in the new 
Utah Power & Light Company schedule. 


cd 
Washington 


Gas Company Boosts Wages 


Sparen increases of more than $100,000 a 
year were announced last month by James 
F. Pollard, president of the Seattle Gas Com- 
pany, for 385 employees. The boost was a 15 
per cent increase over old salaries. 
Corresponding increases probably would be 
given in all other departments not covered by 
the eight American Federation of Labor 
unions sharing the $100,000 agreement, Pol- 
lard said. Employees of the company’s general 
office and shops selected the eight AFL unions 
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recently as their sole bargaining agency. 

Pollard commented that the increases would 
have absorbed all of the company’s margin of 
net income after payment of bond interest had 
they been in effect during the past fiscal year. 
“Thus, nothing would have been left for the 
stockholders who have invested $7,250,000 in 
the company’s property. However, we have 
undertaken to grant these increases because 
we recognize the pressure of increased living 
costs on our employees and want them to en- 
joy living conditions comparable with Seattle 
standards.” 
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The Latest 
Utility Rulings 


Interstate Gas Companies Exempted from 


3-JUDGE Federal court sitting in Co- 
lumbus, Ohio, ruled that the Ohio 
Public Utilities Commission has no juris- 
diction over gas companies engaged in 
interstate commerce. 

The Natural Gas Act of 1938, the court 
said, gave the Federal Power Commis- 
sion jurisdiction over companies in inter- 
state commerce. The decision held that 
the Ohio commission could not require 
the United Fuel Gas Company of West 


State Jurisdiction 


Virginia to supply information the com- 
mission felt was needed in fixing a rate 
for consumers of the Portsmouth Gas 
Company, which buys gas from the 
United Company. 

The Federal court consisted of District 
Judges Mell G. Underwood and Robert 
R. Nevin and Judge Florence Allen of 
the U. S. Circuit Court of Appeals. 
United Fuel Gas Co. of West Virginia 
v. Ohio Public Utilities Commission. 


e 


Authority of Federal Power Commission to 
Fix Gas Pipe-line Rates Sustained 


i poe of the Federal Power Com- 
mission disallowing increased rates 
and charges for natural gas by the Mis- 
sissippi River Fuel Corporation to dis- 
tributing companies [34 PUR(NS) 8] 
were upheld by the circuit court of ap- 
peals, eighth circuit. The company con- 
tended that regulation was violative of 
the Fifth Amendment, that the provi- 
sions of the Natural Gas Act were in- 
applicable to its sale of natural gas for 
mixing purposes, and that the contract 
price in effect was a fair and reasonable 
price. The company contended that it 
was a private corporation and not a pub- 
lic utility, and hence its business was not 
affected with a public interest, and that 
legislative fiat could not make a purely 
private interest a public one. 

The court referred to the decision in 
Natural Gas Pipe Line Co. of America 
v. Federal Power Commission (1941) 
120 F(2d) 625, 38 PUR(NS) 257, 
where the constitutionality of the stat- 
ute, as applied to a corporation trans- 
porting or selling for resale natural gas 


OCT. 23, 1941 


in interstate commerce, had been upheld. 
It was pointed out that the act itself de- 
clared tiiat, as disclosed in reports of the 
Federal Trade Commission and other re- 
ports, the business of ‘transporting and 
selling natural gas for ultimate distribu- 
tion to the public is affected with a public 
interest, and that Federal regulation is 
necessary. The court continued: 


It thus appears that there was before 
Congress when this act was passed the re- 
port of an administrative investigation. The 
contention that petitioner’s business is pure- 
ly a matter of private concern cannot be 
sustained in the face of a statutory finding to 
the contrary. ( 


The argument that contracts for serv- 
ice had been entered into some years be- 
fore the legislative enactment were im- 
mune from statutory regulation was re- 
jected. Moreover, the court held that 
the commission had jurisdiction over the 
sale of natural gas even though the gas 
was to be mixed by distributing compa- 
nies with artificial gas for sale to cus- 
tomers. 
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Acceptance by the commission of con- 
tracts fixing rates, as schedules within 
the meaning of statutory provisions re- 
lating to the filing of schedules, was held 
to be warranted; and it was held that 
rates so filed are to be subjected to the 
test of a fair investment return on 
natural gas companies’ property as a 
whole. 

The court held that the company 
had failed to sustain the burden of proof 
as to reasonableness because it produced 
no evidence to show the value of its 
property used and useful in its opera- 


HE question of the proper treat- 

ment of excessive depreciation re- 
serves is involved in three recent deci- 
sions, one by the Securities and Ex- 
change Commission and two by the Wis- 
consin commission. The Wisconsin 
commission approved the transfer of $3,- 
300,000 from the depreciation reserve 
of the Wisconsin Gas & Electric Com- 
pany to a reserve for contingent losses 
on the investment in a transportation 
subsidiary. This was in connection with 
the approval of the issuance and acquisi- 
tion of securities. 

Thereafter the Securities and Ex- 
change Commission approved the stock 
transaction and pointed out that, the 
transfer from depreciation reserve hav- 
ing been authorized by the Wisconsin 
commission, there was nothing requir- 
ing a decision by the Federal commis- 
sion. It was said that the SEC classifica- 
tion of accounts applied only to compa- 
nies which were exclusively holding 
companies, and besides they did not 
refer to the treatment of excessive de- 
preciation. 

Commissioner Healy, of the SEC, 
criticized the transfer as improper from 
the point of view of rate regulation and 
to the disadvantage of consumers. He 
said that the transfer would relieve the 
earned surplus and profit and loss of fu- 
ture charges, the effect of which would 
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Transfers from Excessive Depreciation Reserves 
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tions, made no proof of operating cost, 
and made no proof as to what consti- 
tuted a reasonable rate of return on the 
property. Concerning the reasonable- 
ness of rates, the court said: 


The rate of return not only may be, but 
in a utility case must be, the largely de- 
terminative factor of reasonableness, sub- 
ject to the qualification that the rate must 
not be unreasonable in itself. The value of 
the service to users is neither a reasonable 
rule nor supported by judicial decisions. 


Mississippi River Fuel Corp. v. Federal 
Power Commission, 121 F(2d) 159. 





be to turn over to the stockholders a sub- 
stantial part of the depreciation charged 
as operating expense which the con- 
sumers had paid. He believed that the 
depreciation reserve should be treated, 
and perhaps future depreciation rates 
should be adjusted, in such a manner as 
to assure that the consumers would in 
the end pay no more than 100 per cent of 
the cost of the generating property de- 
voted to public use. 

Later the Wisconsin commission au- 
thorized a transfer of excess depreci- 
ation reserves of the Northwestern Wis- 
consin Electric Company to earned sur- 
plus. It was said that if past accumu- 
lations were too large, the obvious cor- 
rection is to increase earned surplus ac- 
count and maintain future depreciation 
expense at the proper level, while the 
converse is true if a deficiency in the re- 
serve is to be corrected. Commissioner 
Nixon dissented and distinguished this 
transfer to surplus from the previously 
authorized transfer to a reserve for con- 
tingent losses. 

Current charges for depreciation ex- 
pense, it was said in the majority 
opinion, should be based upon the best 
estimates of the amount of such expense 
occurring during the period covered by 
the income statement, without being in- 
fluenced by past excessive or deficient 
depreciation charges. The weight of 
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legal decisions, the commission believed, 
supported this view. It was said in part: 


Depreciation is a fact. It is true that the 
amount of depreciation which occurs in any 
given period can only be estimated, rather 
than accurately ascertained, but it is certain 
that depreciation is occurring each year 
regardless of whether a depreciation re- 
serve is too small or too large. The status 
of the depreciation reserve can have no 
possible effect on the amount of depreci- 
ation which is actually occurring during a 
given period. If there is no depreciation 
reserve balance whatsoever, or if the de- 
preciation reserve amounts to 100 per cent 
of the cost of property, nevertheless, the 
amount of annual depreciation occurring in 
fact will be the same in either event, and it 
seems to us that accounting practices should 
recognize and reflect, as nearly as may be 
practicable, the amount of depreciation 
actually occurring during a given account- 
ing period. 


Commissioner Nixon, in his dissent- 
ing opinion, said that from the viewpoint 
of equity to the ratepayers it is improper 
to convert excess depreciation reserves 
to surplus for the benefit of stock- 
holders. He pointed out that not only 
had the customers been charged depreci- 
ation rates in the past which in total 
would ultimately permit the company to 
receive back more capital than it in- 
vested, but they would also be required 
in the future to pay a compensatory re- 
turn on the capital which they themselves 
had furnished. Re Wisconsin Electric 
Power Co. (Wis 2-SB-183); Re Wis- 
consin Electric Power Co. et al. (SEC 
File Nos. 70-342, 70-346, Release No. 
2950); Re Northwestern Wisconsin 
Electric Co. (Wis 2-U-1761). 
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Rights in Streets Sufficient to Warrant 
Operating Certificate 


Lp contentions that 


an applicant for an operating 
certificate lacked a legal right to occupy 
streets, the California commission 
granted authority to furnish and supply 
water in certain unincorporated areas re- 
cently subdivided for residential pur- 
poses. The applicant corporation was 
controlled by the same interests that had 
undertaken the development and sale of 
these lands. 

The owner of another water system 
had been granted a certificate of suffi- 
cient scope to cover not only his immedi- 
ate real estate development but also cer- 
tain other unsubdivided areas, including 
one of the tracts proposed to be served 
by the applicant. He had obtained a 
franchise from county authorities 
limited to the then existing public streets. 
The land comprising the disputed tract 
had been acquired by interests closely 
associated with the applicant water com- 
pany, and before undertaking its sub- 
division they deeded to the applicant 
what purported to be an exclusive right 
or easement to lay water mains through- 
out. The protest rested upon the claim 
that the applicant had unlawfully in- 


vaded the rightful service area of the 
protestant. 

Public Utilities Act, § 50(c), requires 
every applicant for a certificate to fur- 
nish such evidence as the commission 
may require to show that he has received 
the required consent, franchise, or per- 
mit of the local governmental body. The 
commission said that it had never viewed 
this provision as requiring a showing of 
possession of a franchise or other con- 
sent formally issued. 

Under the statute, it was said, the 
commission is not empowered finally to 
determine the question of the legal right 
to occupy public ways, but the commis- 
sion recognizes judicial decisions stating 
a subdivider of land who has reserved 
to himself or others the easements 
necessary to lay and maintain water 
pipes in the highways he dedicates to 
public use is under no obligation to ob- 
tain.a franchise for the use of those 
ways. Upon making such representation 
it has been the practice of the commis- 
sion to grant a certificate if need for 
service be shown, in the absence of a 
protest from a local governmental body, 
although such action is not to be taken 
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as a determination that the utility does 
in fact possess sufficient legal right to 
occupy the public ways. It merely deter- 
mines that a sufficient showing has been 
made to satisfy the procedural require- 
ments of the act. 

Further, it was said to be doubtful 
that any landowner could create an ex- 
clusive right to occupy streets and thus 
circumscribe the commission and local 
governmental bodies in determining 
what utility should be permitted to main- 
tain and operate utility facilities. More- 


over, it was said to be axiomatic that a 
certificate granted by the commission is 
not exclusive. 

Where a subdivider controls a water 
company and has done everything possi- 
ble to secure to it the right to render 
water service in the subdivision, said the 
commission, such preference expressed 
by the owner of the land should not con- 
trol commission action, but it is an im- 
portant factor to be considered. Re 
Park Water Co. (Decision No. 34373, 
Application No. 23621). 
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Exclusive Limited Rights under Indeterminate Permit 


PPLICATION was made to the Wis- 
A consin commission by a city for au- 
thority to construct a new waterworks 
pumping plant with filtration system, 
lake intake, and an elevated reservoir 
where a water company supplying water 
to the city for distribution and resale to 
residents was operating under an inde- 
terminate permit. The commission 
granted authority for construction of the 
filtration plant, reservoir, pumping 
equipment, and system alterations, but 
denied authority to construct a pumping 
plant. 

It was ruled that a municipality may 
grant a water company a franchise giv- 
ing the company the privilege of furnish- 
ing something less than all of the water 
service that might be furnished in the 
city, and in doing so it may reserve to 
itself the privilege to render any water 
utility service which would be within the 
scope of the service already granted to 
the company. On the other hand, it was 
held that the city could not take over the 
business that was the water company’s 
privilege under an indeterminate permit 
without either purchasing the company’s 


plant or obtaining a certificate. It was 
said that there were two public water 
utilities lawfully operating within dis- 
tinct and separate fields and that the city 
as a public water utility would have no 
proper use for a pumping plant. It had 
given a franchise to the company to fur- 
nish the supply of water which the city 
required for distribution to the public. 
The commission continued in part as fol- 
lows: 


We conclude, therefore, that the Cudahy 
Waterworks Company is the holder of an 
indeterminate permit under which it oper- 
ates as a public water utility in the city of 
Cudahy under the limited scope; namely, 
the serving of manufacturing and commer- 
cial consumers at retail and the city of 
Cudahy, at wholesale, and that the city of 
Cudahy is a municipal water utility, law- 
fully operating in the service of consumers 
other than those that the company is privi- 
leged to serve under its indeterminate per- 
mit; and that the construction of a pumping 
plant by the city of Cudahy under the exist- 
ing circumstances would be unlawful except 
upon a finding that public convenience and 
necessity require the operation of a second 
utility for the rendition of service which 
the company is now privileged to furnish. 


Re City of Cudahy (CA-1741). 


= 


Terms and Conditions of Order Authorizing 
Transfer of Rights 


HE California commission, in au- 
thorizing the transfer of equipment 
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and certain common carrier operative 
rights, denied a motion by a competitor 
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to limit the operative rights. As part of 
the motion the request was made that no 
increase or change in the service per- 
formed should be made unless public 
convenience and necessity therefor were 
first shown and the written consent of 
the commission secured. On the ques- 
tion of including such a condition in an 
order, it was said: 


The commission some years ago insti- 


tuted a practice when granting operative 


authority of adding thereto certain state- 
ments of law in the form of conditions. The 
condition above quoted is illustrative. This 
was done originally to advise new operators 
of the service regulations with which they 
must comply. However, such conditions 
were not a necessary part of a certificate 
for, whether they were added or omitted, 
the law remained the same and carriers were 
required to comply with such regulations be- 
fore they could operate lawfully. The prac- 
tice of incorporating such statements as part 
of the operative authority has been discon- 
tinued. 

By the second part of its motion what 
United Parcel Service requests in effect is 
that the commission resume its former 


practice by specifically incorporating a state. 
ment of law in the Bradbury operative rights 
if the transfer is authorized. No usefy| 
purpose would be served by adding the 
condition sought, as under existing law a 
common carrier must obtain a certificate 
before enlarging or altering the character 
of its operations and, to secure a certificate, 
must show that public convenience and ne- 
cessity require the changed or increased 
service. To accede to such a request would 
needlessly encumber the operative rights, 
Only under the most unusual circum- 
stances, the commission continued, 
would it create an operative right and 
then arbitrarily limit the amount of 
business which could be conducted 
pursuant to it. Growth of a carrier’s 
business, consistent with the rights 
granted him, should not be forestalled. 
It was said to be manifest that the rights 
were not restricted in the manner which 
the competitor sought to limit them, 
either by the operative authority granted 
or by the actual operations conducted. 
Re Bradbury et al. (Decision No. 34374, 
Application No. 24065). 
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Other Important Rulings 


HE California commission said that 

the experience of a group of car- 
riers whose operations result in ma- 
terially higher costs should not control a 
determination of rates for other car- 
riers. Carriers operating in a reasonably 
efficient manner, but experiencing higher 
costs because they perform a different 
type of service, should not be precluded 
from securing rates commensurate with 
their operating expenses. Re Maximum 
and Minimum Rates, Rules and Regu- 
lations of Common Carriers (Decision 
No. 34327, Case Nos. 4246, 4434). 


The supreme court of New Jersey 
held that revocation by a borough of its 
consent to operate busses over streets 
before a bus company applied to the 
board for approval of the consent given 


was ineffective. Public Service Inter- 
state Transportation Co. v. Board of 


Public Utility Commissioners et al. 21 
A (2d) 308. 


The supreme court of Washington 
held that the Public Utility District Act 
does not require notice and hearing by 
the county commissioners in the estab- 
lishment of a district coextensive with 
the limits of a county if the county in 
fact contains a municipality which owns 
and operates all the utilities authorized 
by the act. State ex rel. Panesko v. Pub- 
lic Utility District No. 1 et al. 115 P(2d) 
692. 


A Federal Circuit Court of Appeals 
held that one rate should not be applied 
to the shipment of an article to be used 
for one purpose and another rate applied 
to the shipment of the same article to be 
used for another purpose. Crancer et al. 
v. Lowden et al. 121 F(2d) 645. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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CUSTOMERS v. NEW YORK WATER SERVICE CORP. 


NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Customers 


x 6) 


New York Water Service Corporation 


[Case No. 10066.] 


Valuation, § 166 — Overheads — Water utility. 


1. Overheads of approximately 13 per cent were used for the purpose of 
a water rate proceeding, except for minor adjustments, although this was 
not to be construed as permitting the company to report such overheads 
as original cost before a final determination in a continuing property record 
proceeding, p. 72. 


Valuation, § 100 — Accrued depreciation — Assumption as to property ages — 
Time of installation. 


2. A depreciation study based on the assumption that property goes in 
at the end of the year in which it is installed is erroneous; but in lieu 
of using the exact month in which property went into service and com- 
puting accrued depreciation to the end of the year, it seems fairer to 
assume that on the average all property installed in a given year should 
have a half year’s depreciation at December 31st of that year, p. 74. 


Valuation, § 100 — Accrued depreciation — Meters — Repairs — Extension of 
life. 


3. Extension of the life of meters by periodical inspection and repair has 
nothing to do with the age and should not be used as a basis for an 
assumption that meters so inspected and repaired every five years have 
an average age of three years, p. 75. 
Valuation, § 102 — Accrued depreciation — Age-life straight-line basis. 
4, An estimate of depreciation based on the age-life straight-line basis was 
adopted for the purposes of a rate case, p. 75. 
Valuation, § 331 — Going value — Necessity of evidence. 
5. It is not incumbent upon the Commission to make an allowance for 
going value when no evidence is presented in support thereof, p. 77. 
Valuation, § 287 — Working capital — Necessity of evidence. 
6. It is not incumbent upon the Commission to make an allowance for 
working capital when no evidence is presented in support thereof, p. 77. 
Evidence, § 11.1 — Payment of contributions — Absence of utility record. 


7. The mere fact that a public utility company finds no record of the 
payment of “apparent contributions” by customers is not conclusive proof 
that no payment was received, p. 77. 
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Accounting, § 20 — Contributions in aid of construction — Tapping fees. 
8. Tapping fees received by a water company and considered as income 
and closed to surplus should be included in the account Contributions jp 
Aid of Construction where the services for which these tapping fees were 
received have been capitalized, p. 77. 


Valuation, § 251 — Customer’s advances for construction. 
9. A refundable balance of customer’s advances for construction which 
was not refunded should be included with contributions in aid of construc. 
tion and deducted from the base cost of utility property in determining 
revenue requirements, p. 77. 


Return, § 115 — Water utility. 

10. A return allowance of 6 per cent was approved for a water utility, p, 
78. 

Expenses, § 74 — Recurring maintenance. 
11. The expense of a repair and painting job on tanks and standpipes 
of a water company, recurring approximately every six years, must be 
provided for as an expense in a rate case although no actual expense is 
incurred in the year for which rates are established, p. 79. 

Expenses, § 92 — Regulatory Commission expense — Amortization. 


12. Regulatory Commission expenses relating to a rate investigation were 
amortized over a period of five years, p. 80. 


Depreciation, § 32 — Straight-line basis — Consistency with accrued depreciation. 
13. Allowance was made for annual depreciation expense of a water utility 
on a straight-line basis and in harmony with accrued depreciation, p. 83. 


Expenses, § 53 — Taxes on unused lands. 


14. Taxes on a well field of a water utility company not considered used 
and useful were excluded in a rate case, p. 83. 


Expenses, § 114 — Income taxes. 


15. Income taxes for the preceding year were used for the purpose ot 
determining fair rates of a water utility, although it was borne in mind 
that the income taxes for the subsequent year would probably be substan- 
tially greater, p. 84. 


Valuation, § 193 — Property used or useful — Revenues and expenses from 
lines, 

16. A water pipe line should not be excluded from the rate base as prop- 

erty not used and useful where the return plus depreciation on the line 

would result in a reduction of required revenue equaling approximately 

$3,700 a year, while the revenue would be decreased because of the loss 


of customers from the water districts served to the extent of approximately 
$7,000, p. 84. 


Expenses, § 92 — Regulatory expenses — Continuing property record case. 
Discussion of allowances for expenses incurred by a water company in 
a case relating to continuing property records, under a New York statute, 
and the amortization of such expense over a period of years, p. 80. 
Expenses, § 28 — Establishing continuing property records. 


Discussion of allowances for expense of establishing continuing property 
records and ascertaining original cost, pursuant to statutory requirements 
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in New York, and the amortization of such expenses over a period of 


years, p. 81. 


(Brewster, Commissioner, dissents in part.) 
[July 15, 1941.] 
OMPLAINT against water rates; reduction in rates held not 
to be justified and proceeding closed. 


APPEARANCES: Gay H. Brown, 
Counsel (by George E. McVay, As- 
sistant Counsel), for the Public Serv- 
ice Commission; R. H. Neilson, New 
York city, representing New York 
Water Service Corporation; William 
Albert, Attorney, New York city, rep- 
resenting water consumers ; George R. 
Brennan, Town Attorney, Hempstead, 
representing town of Hempstead; 
Joseph L. Byrns, Chairman of Com- 
mission, Merrick, representing Com- 
mission of Consumers; J. C. Guibert, 
Commissioner of Public Works, Nas- 
sau county (by W. Fred Welsch, 
Senior Engineer), Mineola; Rene A. 


Carrean, Merrick, representing water 
consumers. 


Van NAMEE, Commissioner: This 
proceeding originated on a complaint 
filed by certain customers and pur- 
chasers of water as to rates charged 
by the company. An answer to the 
complaint being filed, it was ordered 
that a hearing be held at the office of 
the Commission in New York city 
on Wednesday, February 14, 1940. 
Thereafter eight other hearings were 
held. A memorandum was prepared 
and submitted to the Commission at 
its session of December 30, 1940. 
After discussion it was decided to de- 
fer action until the results of opera- 
tions during the year 1940 could be 
studied. At hearings held April 22 
and May 23, 1941, such results were 
incorporated into the record and a new 


exhibit submitted. The memorandum 
has been rewritten and now contains 
the operating results to and including 
December 31, 1940, and a discussion 
thereof. The record contains 531 
pages of testimony and 24 exhibits. 


Description of Property 


The property of the New York 
Water Service Corporation consists 
of eleven plants in various parts of the 
state. This proceeding is confined to 
the plant which supplies water to Mer- 
rick, North Merrick, Bellmore, North 
Bellmore, Wantagh, and Seaford, a 
group of communities along the Long 
Island Railroad, on the south shore of 
Long Island, in the towns of Hemp- 
stead and Oyster Bay, Nassau coun- 
ty, and is called the Merrick-Mas- 
sapequa Plant. 

There are two sources of water sup- 
ply ; the first, called the Merrick pump- 
ing station, is located in the westerly 
part of the area served, north of the 
Long Island Railroad and Sunrise 
Highway, and consists of about 2 
acres of land, in which are located two 
wells, a pumping station, and two ele- 
vated distribution tanks. At the ex- 
treme easterly section of the territory 
served, on the edge of Nassau county, 
is the second source called the Mas- 
sapequa pumping station, consisting 
of two wells, a pumping station, and 
an aerator, all located on a large plot 
of about 300 acres of land just north 
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of and adjacent to the Long Island 
Railroad and Sunrise Highway. 

A 12-inch cast-iron pipe extends 
from the Massapequa pumping station 
southerly a short distance and then 
easterly to Suffolk county and also 
westerly along Merrick road to Bell- 
more, where it connects with the dis- 
tribution system of Bellmore, North 
Bellmore, Merrick, and North Mer- 
rick. There are also a number of 
branches off this 12-inch line to the 
east of Bellmore supplying certain cus- 
tomers in Wantagh and Nassau 
Shores and vicinity, and a number of 
local customers are also supplied from 
the 12-inch main in Merrick road. 

There is an office building and ga- 
rage in Merrick, not far from the Mer- 
rick pumping station, where the local 
operating personnel is quartered. 

Beside selling water directly to the 
various customers in this area, water 
is sold at wholesale in the vicinity of 
the Massapequa plant to the South 
Farmingdale Water District, the Mas- 
sapequa Water District, and the 
Amityville plant in Suffolk county of 
the South Bay Consolidated Water 
Co. Inc., an affiliate. 


Present Rate Schedule 


The existing rate schedule is filed 
as P.S.C. No. 11 Water as follows: 


Service Classification No. 1 
Meter Customers 
First 1,500 cubic feet or less per quarter, 


$4.75. 

Next 13,500 _ feet, $.20 per 100 cubic 
eet. ; 

Next 60,000 cubic feet, $.15 per 100 cubic 


feet. 
All Over 75,000 _ feet $.10 per 100 cubic 
eet. 
Minimum charge payable in advance: 
&” meter $4.75 per quarter allowing 1,500 
cubic feet of water. 
§” meter $6.00 per quarter allowing 2,125 
cubic feet of water. 
Increasing gradually for larger size of 
meters. 
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For seasonal occupancy a customer 
who takes service for a period of six 
consecutive months or less will be re. 
quired to pay a minimum charge equal 
to twice the quarterly minimum charge 
above and be entitled to use water 
during any portion of the seasonal pe- 
riod equal to twice the minimum al- 
lowance. Excess water over the al- 
lowance for the minimum charge to be 
billed at rates above established. 


Public Fire Protection 
Fire hydrant service hose nozzle type, $40 


each per annum. 
Steamer connection type, $50 each per 
annum. 
Original Cost 

The original cost which was pre- 
pared for this case was the same as 
that presented in the continuing prop- 
erty record Case No. 8858, which in- 
cluded all property in existence up to 
December 31, 1937, with the additions 
and retirements up to December 31, 
1939. Examination of these items 
was made by the water bureau in the 
continuing property record case, but 
no examinations .were made in this 
case of the items for 1938, 1939, and 
1940. The original cost of remaining 
property at December 31, 1937, after 
adjustments was claimed by the com- 
pany to be $1,041,078.14; at Decem- 
ber 31, 1940, the total claimed was $1,- 
108,521.48—a net increase of $67, 
443.34. The company testified the 
additions and retirements for these 
three years were made at actual cost 
and in view of the small amount in- 
volved, the figures will be considered 
acceptable for the purposes of this 
proceeding. 

Mr. Richard C. Wirtz, assistant 
treasurer and accountant of the New 
York Water Service Corporation, tes- 
tified that he was in direct charge un- 
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der the supervision of the executives 
of the company of developing the orig- 
inal cost of the properties of the New 
York Water Service Corporation. 
He submitted Exhibit M-1, consisting 
of three pages, and testified: 

“The findings of cost are first 
brought down to a total at December 
31, 1937, which is in accordance with 
the Commission’s instructions to de- 
termine the original cost as of that 
date, and the total findings of original 
cost at December 31, 1937, amounts 
to $1,252,025.69. 

“In the spaces beneath the total at 
the end of 1937 there has been shown 
separately the additions to property 
made in the years 1938 and 1939 and 
the retirements of property which 
were made in these same two years, 
and finally at the bottom of the sheet 
there is shown the balance remaining 
in each account at December 31, 1939, 


which amounts to $1,294,333.57.” 


The $1,294,333.57 is shown in 
Table I [Table omitted] as the total 
of column 2. The company subse- 
quently corrected this amount, reduc- 
ing it by $210,917.01 as shown in 
column 3. This leaves a corrected bal- 
ance per company, at December 31, 
1939, of $1,083,416.56, which I have 
adjusted to exclude that portion of the 
Massapequa well field which I have 
considered as not used and useful. 
This results in an adjusted total at De- 
cember 31, 1939, as used herein, 
amounting to $1,004,742.08, as shown 
in column 6. Columns 7 and 8 show 
the additions and retirements made in 
the year 1940 as taken from Exhibit 
M-20, This results in an adjusted 
cost at December 31, 1940, as used 
herein, amounting to $1,029,847, as 
shown in column 9. 


301—Organization 

With respect to this account, Mr. 
Wirtz testified that the original or- 
ganization expense for the year 1912 
is included in Exhibit M—1 at $1,100, 
of which $1,000 is mentioned in the 
minutes (Hempstead & Oyster Bay 
Water Co.) of August 7, 1912, and 
$100 was estimated to cover expenses, 
for which the minutes stated counsel 
was to be reimbursed. Exhibit M4 
contains the statement appearing in 
the minutes which indicates that the 
$1,000 was paid to an attorney in con- 
nection with the incorporation of the 
Hempstead and Oyster Bay Water 
Company and the merger of the Mer- 
rick Water Company. Mr. Wirtz also 
testified that during the years 1926 to 
1930 expenses of $33,875.88 were 
capitalized, covering expenses in con- 
nection with a case before the Wa- 
ter Power and Control Commission 
and courts incident to obtaining au- 
thority to sell water in the territory 
now known as the Massapequa Water 
District. 

In 1931 expenses of $1,150 were in- 
curred in the matter of opposing the 
enlargement of the Hicksville Water 
District so as to embrace part of this 
company’s franchise territory. Sub- 
sequently, Mr. Wirtz submitted Ex- 
hibit M—4, a detailed statement of the 
items comprising the $36,125.88 of 
organization expenses shown in Ex- 
hibit M-—1. In reply to questions 
raised by Mr. McVay, it was stated 
that Mr. Wirtz in presenting Exhibit 
M-4 was not trying to justify the 
propriety of the organization expense, 
but was merely showing what consti- 
tuted the items, and that later testi- 
mony would be presented to show the 
propriety. 
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At the hearing held on July 22, 
1940, R. H. Neilson, vice president 
and counsel of the company, called as 
a witness, testified that the two items 
shown on Exhibit M—4, the first total- 
ing $33,875.88, and the second one 
totaling $1,150, should be deducted 
from the original cost of the Merrick 
plant for the reason that the types of 
expenditures were such as are not 
properly includible in the organization 
expense of the company. This leaves 
only $1,100 as properly includible in 
organization expense for the Merrick 
plant. 

For the purpose of this proceeding, 
I will accordingly allow $1,100 as or- 
ganization expense. 


311—Land 


Certain pages of Exhibit M—1 were 
subsequently superseded by Exhibit 
M-1-A, the changes having to do with 
the original cost of the Massapequa 
well field land. Mr. Wirtz testified 
that the amount included for this land 
in Exhibit M-1 was the cost to the 
New York Water Service Corporation 
and that since that exhibit had been in- 
troduced they had found that the land 
was first devoted to public service in 
1928 and the company therefore deter- 
mined the cost of the land to the 
Quantuck Realty Company and re- 
vised the exhibits to state the cost 
to the Qauntuck Realty Company. 
The net cost of the land included in 
Exhibit M-1 was $298,270.44, and 
the cost of the land at the time it was 
first devoted to public service was 
$119,021.61, but two small retire- 
ments reduced this amount to $118,- 
674.48. The net effect is to reduce the 
cost of the land as shown on Exhibit 
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M-1 by $179,595.96, as of December 
31, 1939. 

On cross-examination the “use and 
usefulness” of the entire Massapequa 
well field tract was questioned. Sub- 
sequently Colonel Thomas A. Wiggin, 
consulting engineer for the company, 
testified : 

“The part of the well field that is 
now being used, of course, is the 
southerly part, which contains two 
wells with another one projected to 
attach to the same pumping and aera- 
tion system which now serves the first 
of the gravel wells.” 

When asked how much he would 
fence if the projected well were added, 
he testified that he thought it would be 
proper to put it 500 or 600 feet beyond 
it. 

Mr. McVay for the Commission: 

Q. Do you know how much acre- 
age would be covered if you fenced an- 
other 500 or 600 feet? 

A. I can’t tell you how much, but 
probably at least one-quarter of the 
acreage which is in that plot, I guess. 


Mr. Neilson for the company: 

Q. That brings me up to the ques- 
tion I was coming to. What is the 
minimum amount of the well field tract 
that you think should be assigned to 
the useful property at the present 
time? 

A. That is a matter of policy, I say, 
as to whether one should look ahead 
and keep the houses out of the area or 
whether one is content to put these 
wells down within 200 feet of a cess- 
pool. It seems to me that if you 
should take not less than one-third of 
that land and allocate it for future 
purposes, why you would be adopting 
a wise policy. 
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On redirect, Colonel Wiggin was 
asked how much of the present well 
field he thought should properly be 
classed as useful property at the pres- 
ent time. He testified: 

“Well, not looking ahead very far, 
in other words, taking a different 
viewpoint from what I was describing, 
that is, the desirable forethought that 
might be used for a plant of this kind, 
assuming that at a later date, twenty 
years from now, say, we go and hunt 
for another spot, new lands, and hop- 
ing that there won’t be too many 
houses on it, in other words, just as- 
suming that what we need is a suff- 
cient amount for the protection of our 
present wells plus perhaps two other 
wells that would go down in the rea- 
sonably near future, I should think that 
—I should think, if we should go say 
1,600 feet north of the present north- 
erly well and add 1,000 feet to that for 
margin to the north, and add 1,000 
feet for margin on the west side, that 
that would be a reasonable answer to 
your question.” 


Mr. Neilson to witness: 

Q. How many acres would that in- 
clude in the tract then? 

A. (After referring to map) 
Roughly, as I have drawn it or de- 
scribed it, about 3,000 feet north and 
south and about 1,800 feet east and 
west—in that rough way it would be 
something like 135 acres. 


Mr. McVay to witness: 

Q. That would be adequate, accord- 
to you, for twenty years? 

A. Yes, I think that would look 
ahead for twenty years. 


On the basis of Colonel Wiggin’s 
testimony, which was not rebutted, it 


is my opinion that an allowance of ap- 
proximately one-third of the present 
Massapequa well field tract as “used 
and useful” is a fair and reasonable 
assumption for the purpose of this 
rate proceeding. I will accordingly 
allow $40,000 for Massapequa land 
and for the other land as shown in 
Exhibit M-—1-A as follows: 


311.12 Other Source of Supply Land 
Merrick 561. 


740.87 
8,713.13 


312.14—Springs and Wells 


On cross-examination it developed 
that there was a duplication of an en- 
gineering fee in this account. Mr. 
Wirtz subsequently corrected Exhibit 
M-1-A by eliminating $462.58 from 
this account. An additional deduction 
of $77.96 for interest during construc- 
tion leaves a corrected balance as of 
December 31, 1939, of $27,373.05. 
There were no additions or retire- 
ments in 1940. 


322—Distribution Mains 


On cross-examination it developed 
that certain pipe in Mandalay-on-the- 
Bay was given to the company by a 
real estate company (South Sides Es- 
tates, Inc.). The company included 
$1 in Exhibit M—1-—A as the original 
cost, with a concurrent credit to con- 
tributions. When asked if the system 
of accounts does not provide for cap- 
italizing the original cost and credit- 
ing the depreciation reserve with the 
amount of estimated depreciation, 
Wirtz admitted: 
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“On the basis of the Uniform Sys- 
tem of Accounts we are now following 
I agree that one should compute the 
accrued depreciation on the property 
at the date of its acquisition and 
should charge fixed capital with the es- 
timated original cost, subtract depre- 
ciation and credit the balance to con- 
tributions to extensions, and I think 
that the accrued depreciation would be 
very sizable.” 

Subsequently, Wirtz corrected Ex- 
hibit M-—1-A, increasing Account 
322, Distribution Mains, by $4,590- 
.79, with concurrent credits of $774.48 
to depreciation reserve, and $3,816.31 
to contributions. This leaves a cor- 
rected balance in Account 322, Dis- 
tribution Mains, of $632,970.10 as of 


Bare Cost * 
$190,559.49 
388,369.06 
225,587.83 


Period 
1895-1925 
1926-6/30/30 
7/1/30-12/31/37 


Overhead * 
$7,125.07 
48,115.92 
30,227.46 


Overheads 

[1] The whole subject of over- 
heads in the accounts of the New York 
Water Service Corporation involving 
eleven separate plants is under con- 
sideration in continuing property rec- 
ords proceedings in each plant, includ- 
ing the Merrick plant. The Commis- 
sion has not as yet reached a conclu- 
sion in this matter but, for the pur- 
poses of this rate proceedings, some 
figures representing overheads to be 
included in the rate case must be de- 
termined. 

Exhibit M-6-B (as_ subsequently 
correctly by testimony) shows the bare 
cost, overheads, and interest during 
construction as of December 31, 1937, 
broken down as follows: 


Interest during 

Construction * 
$784.90 .40% 
3,042.66 .70% 
1,335.31 .52% 


Total Cost * 
$198,469.46 
439,527.64 
257,150.60 


3.74% 
12.39% 
13.40% 





$804,516.38 


$85,468.45 


10.62% $5,162.87 .58% $895,147.50 


* Excluding organization, land and office building. 


December 31, 1939, and $650,464.08 
as of December 31, 1940. 


Other Adjustments 


Other minor adjustments to the 
cost as of December 31, 1939, made 
by the company are as follows: 


Acct. 312.2 Power and Pumping 

Structures 

316. Electric Pumping 
Equipment 

320. Purification System .... 

321. Transmission Mains... 

324. Meters 

326.1 Hydrants 


R=Red figure. 


The above corrections are chiefly 
for a reduction in interest during con- 
struction erroneously capitalized. 
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The original cost for the three years 
1938, 1939, and 1940 is not broken 
down to show the amount of over- 
heads included. The total net addi- 
tions for these three years was $6/7,- 
443.34. This amount includes $2,- 
108.03 for land and general equipment 
upon which the company adds no over- 
head. Deducting this amount and us- 
ing the same percentage of overheads 
as the company for the years 1930 to 
1937, 13.40 per cent, we would have 
$7,720.40 included as overheads in the 
1938-1940 net additions. Adding 
this to the overheads for the years 
1926 to 1937, inclusive, or $78,343.38, 
we reach a total overhead of $86,- 
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063.78 at a basis of approximately 13 
per cent. 
At 6% this would require a return of $5,163.83 
A 6% return on 10% overheads for 

these years would require 3,972.18 
A 6% return on 8% overheads over 

these years would require 

Neglecting annual and accrued de- 
preciation, the revenue requirements 
would be reduced by $1,191.65 if 10 
per cent overheads were used and $1,- 
986.09 if 8 per cent oveheads were 
used as against that necessary if the 
amounts actually charged on the books 
of the company are taken. On the 
other hand, a reduction in the amount 
of overheads capitalized in any year 
increases the operating expenses by the 
same amount. The overheads capital- 
ized by the company for the years 
1938-1940 I estimated to be $7,720.40 
or an average of about $2,570 per 
year. This amount was determined 


by crediting operating expenses and 
charging water plant with overheads 
computed at 13.4 per cent. Ifa 10 per 
cent rate had been used operating ex- 
penses would have been increased $652 
per year and if an 8 per cent rate had 
been used, would have been increased 


$1,036 per year. Combining the de- 
crease in return and the increase in 
expenses, the net effect on the revenue 
required is a decrease of $540 if over- 
heads are computed at 10 per cent and 
$950 if overheads are computed at 8 
per cent. 

The only evidence introduced in this 
proceeding as to overheads was evi- 
dence as to the methods and figures 
resulting therefrom used by the New 
York Water Service Corporation 
which it is applying as overheads in 
its various separate plants from Jan- 


uary 1, 1926, to December 31,- 1937. 
This method has resulted in a figure 
of approximately 13 per cent being 
added to actual accounts for over- 
heads. The method by which this 13 
per cent was determined was set forth 
at length in the continuing property 
record case No. 8858 and in that case, 
especially in detail in the examination 
of the Sag Harbor plant, the explana- 
tion of the method by which the 13 per 
cent was arrived at by the company 
has not been satisfactory to the Com- 
mission, and, at the present time, fur- 
ther examinations are being made 
which may result in further hearings, 
but the only testimony in this present 
rate proceeding is that relating to an 
overhead generally above 13 per cent. 
I have computed the dollars of return 
which would result from overheads 
computed on 10 per cent and 8 per cent 
basis and the determination herein 
reached would not be changed were 
either of these bases adopted as repre- 
senting overheads. 

For the purpose of this rate pro- 
ceeding and for that purpose only, I 
will use the overheads as included by 
the company except for the minor ad- 
justments previously described. This 
is not to be construed as permitting 
the company to record such overheads 
in the water plant account as the orig- 
inal cost of this plant is now before the 
Commission in another proceeding in 
connection with which the proper book 
entries will be ordered. 


Used Herein 


After making the aforementioned 
adjustments, I will use for the pur- 
pose of this rate proceeding a base 
cost new as follows: 
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Organization ...... mistatateieicteiae eitere eters 


. . and 

312.14 Springs and Wells 

312.2 Power and Pumping Structures 

312.5 Distribution Standpipes 

312.7 Office Buildings 

312.8 
Miscellaneous Structures 
Electric Pumping Equipment 
Oil Pumping Equipment 
Purification System 
Transmission Mains 
Distribution Mains 
Services 
Meters 


Meter Vaults, Boxes and Special Settings 


Other Meter Installations 
Hydrants 

Office Furniture & Equipment 
Vehicles 

Shop Equipment 

Laboratory Equipment 

Tools and Work Equipment 
Communication Equipment 


Accrued Depreciation 


E. L. Heyser. 
Mr. E. L. Heyser, called as a wit- 
ness on behalf of the company, sub- 


mitted Exhibit M—11, which purports 
to be a study of the accrued deprecia- 
tion at December 31, 1939, and the an- 
nual depreciation for 1940 of the Mer- 
rick plant. He testified that he used 
the 4 per cent sinking-fund basis. On 
cross-examination, however, it devel- 
oped that for transportation equip- 
ment Mr. Heyser did not use the sink- 
ing-fund basis but used the straight- 
line basis and allowed salvage based 
upon the probable turn-in value at the 
end of three years for automobiles and 
four years for trucks. 

He estimated lives of the various 
parts of the property after giving con- 
sideration to the experienced lives of 
similar property as well as studying 
records of the company to determine 
the amount of maintenance and the 
maintenance program, as well as the 
operating practice of the company to 
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Shop, Garage & Stores Bldgs. ......... 


At Dec. 31, 1939 At Dec. 31, 1949 


$1,100.00 
54,046.38 
27,373.05 
10,980.86 
22,606.83 
15,853.91 
2,931.46 
192.30 
7,947.30 
25,006.13 
5,547.69 
6,784.32 
632,970.10 





$1,004,742.08 $1,029,847.00 


determine the cycle of operation that 
each item of equipment was put to. 
Also the property was examined to 
determine the physical condition. 
[2] With respect to the ages of the 
various pieces of property, he testi- 
fied that they were determined in con- 
nection with the study of original cost 
and continuing property _ records. 
However, on cross-examination Hey- 
ser admitted that the ages shown in 
Exhibit M—11 were based on the as- 
sumption that the property went in at 
the end of the year in which it was in- 
stalled. In other words, if property 
were installed during the year 1938, 
Heyser would set up no accrued depre- 
ciation on that property as of Decem- 
ber 31, 1938. This method is ob- 
viously wrong, and in lieu of using the 
exact month in which the property 
went into service and computing the 
accrued depreciation to the end of the 
year, it seems fairer to assume that on 
the average all property installed in 
a given year should have a half-year’s 





CUSTOMERS v. NEW YORK WATER SERVICE CORP. 


depreciation at December 31st, of that 
year. 

[3] With respect to Account 324, 
Meters, however, Heyser even disre- 
garded the years in which the meters 
were installed and arbitrarily assumed 
an average age of three years at De- 
cember 31, 1939. He testified that 
the meters are brought into the shop 
every five years for inspection and re- 
pairs, and when they leave the shop 
they must meet the requirements of 
the Public Service Commission as to 
accurate registration. It is his con- 
tention that because of the mainte- 
nance program the life of the meter is 
extended. “It is a matter of fact that 
they do go through those repairs and 
it does increase or extend the life of 
the meter.”” Of course, the extension 
of the life has nothing to do with the 
age, and Heyser admitted as much, as 
disclosed by the following testimony : 


Q. Isn’t it true that what you mean 
is that the repairs and the maintenance 
extend the life of the item of property, 
but it doesn’t change the age of that 
property? 

A. It extends the service life, that 
is true. 

Q. And it doesn’t affect the age? 

A. It doesn’t affect the actual age, 
no. 


It should be noted that when Mr. 
Wirtz corrected the original cost as 
shown in Exhibit M—1—A to include 
the contribution of 2-inch pipe in 
Mandalay-on-the-Bay, accrued depre- 
ciation which was deducted from the 
original cost in order to determine the 
contribution at the time of acquisition 
was based on an age of six years. 
The property was constructed in 1927, 


and acquired on June 29, 1933. If 
Heyser’s theory on ages were fol- 
lowed, the age at the date of acquisi- 
tion would have been but five and one- 
half years. Obviously, Mr. Wirtz 
must have assumed that the property 
was installed in June, 1927, and had 
a half-year’s depreciation at Decem- 
ber 31, 1927. The testimony of the 
company witnesses is inconsistent. 


A. H. Pratt. 

[4] Mr. A. H. Pratt, chief hydraul- 
ic engineer, of the Commission, sub- 
mitted Exhibit M-17, which also pur- 
ports to be a study of the accrued and 
annual depreciation of the Merrick 
plant at December 31, 1939. He testi- 
fied that his estimate of depreciation 
is based on the age-life straight-line 
basis. In addition to allowing salvage 
on vehicles, as Mr. Heyser did, Mr. 
Pratt also estimated the net salvage 
value of many other items. He testi- 
fied : 

A. For cast-iron pipe, 6-inch and 
larger, services, meters, and hydrants, 
I have allowed a salvage of 10 per 
cent. This is based on judgment and 
not on any particular experience with 
respect to this particular property, but 
I have examined into the experience of 
other companies during recent years 
and find that superseded pipe is pretty 
generally being reclaimed and in my 
judgment such salvage of this property 
could be reasonably expected and I 
have so allowed. With respect to me- 
ters, the practice of the water compa- 
nies is to obtain from the meter manu- 
facturers a turn-in value when meters 
become obsolete, and that turn-in al- 
lowance is generally the same amount ; 
and I have so allowed here. 
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With respect to ages Mr. Pratt tes- 
tified : 

“The ages which are shown in 
column 6 of the various supporting 
sheets have been adopted from Mr. 
Heyser’s Exhibit M-11 except that 
half a year has been added in the be- 
lief that depreciation begins as soon 
as the property is put into service 
and on the assumption that all the 
property built in any year is put into 
service on the average of the middle 
of that year. Therefore a half year’s 
additional depreciation should be al- 
lowed. This increased the ages of 
all of the property a half year over 
that allowed by Mr. Heyser. The 
ages allowed by Mr. Heyser I under- 
stand and believe have been compiled 
from an examination of the records 
of the company and members of my 
staff have cooperated in the compila- 
tion, and I believe that they are cor- 
rect and have accordingly used them.” 

An examination of Exhibit M—17 
indicates that with respect to Account 
324, Meters, Mr. Pratt did not add 
a half year to the age shown by Mr. 
Heyser in Exhibit M-11. As previ- 
ously discussed, Mr. Heyser used an 
arbitrary age of three years for meter, 
but page 5 of Mr. Pratt’s Exhibit M— 
17 indicates that he used an age of 
5.8 years. This is a weighted average 
age computed from page 2 of Exhibit 
M-1 and page 3 of Exhibit M—1-A, 
which show the cost of meters in- 
stalled and retired by years. 

With respect to the estimated lives 
which Mr. Pratt used, he testified that 
they are estimates based upon judg- 
ment supported by observation, and a 
study of this plant and other similar 
waterworks properties, and sustained 
by general engineering expense. 
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In order to test the effect on the 
“revenue requirement” for a determi- 
nation of rates, I have made the fol- 
lowing computation, using the accrued 
and annual depreciation as shown in 
Mr. Heyser’s Exhibit M—11 and Mr. 
Pratt’s Exhibit M—17 before applying 
adjustments as shown in Exhibit M- 
13 and 14: 


E. L. Heyser A. H. Pratt 
Exh. M-11* Exh. M-17* 
Original Cost New 


Accounts 312 to 334 
incl. 
Accrued Depreciation 


$945,891 


39,274 165,573 





Original Cost less 
Depreciation $906,617 
$54,397 
4,958 


$780,318 


$46,819 
16,484 


Return at 6% 
Annual Depreciation .. 





Revenue Requirement 
for Return and An- 
nual Depreciation 
on Accounts 312- 
SORT MCL, 5 oico8 5 x's $59,355 


* To nearest dollar. 


Used Herein 


I have adopted the witness Pratt’s 
estimate of accrued and annual depre- 
ciation, in so far as this present rate 
proceeding is concerned, as I consider 
it to be the more reasonable and prop- 
er of the two estimates presented. 

However, it is necessary to adjust 
Pratt’s estimates for the changes in 
original cost previously described. 
After making such adjustments, I find 
the accrued depreciation at December 
31, 1939, to be $167,798 and the an- 
nual depreciation in harmony there- 
with to be $16,651. I have brought 
the depreciation down to December 
31, 1940, at which date I find the ac- 
crued depreciation to be $183,521 and 
the annual depreciation in harmony 
therewith to be $17,107. 
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Working Capital and Going Value 


[5, 6] Since there was no evidence 
presented in this proceeding on either 
going value or working capital, it is 
not incumbent upon the Commission 
to make any allowance for these items 
and none is recommended. 


Contributions 


[7-9] Mr. Wirtz submitted Exhibit 
M-5 consisting of six pages purport- 
ing to be a statement of the contribu- 
tions in aid of construction and cus- 
tomers’ advances for construction as 
of December 31, 1939. He explained 
the exhibit as follows: “On page 1 


is shown the amount of contributions 
in aid of construction relating to 
mains which has actually been record- 
ed in the general ledger of the com- 
pany and which totals $53,399.64.” 
This amount was subsequently cor- 


rected to include the contribution of 
$3,816.31 in connection with the 2- 
inch pipe in Mandalay-on-the-Bay. 
The corrected amount shown on page 
1 of Exhibit M—5 therefore becomes 
$57,215.95. 

Page 3 of Exhibit M-—5 concerns 
apparent contributions relating to 
mains which have not been included 
in the ledger account, Contributions 
in Aid of Construction. Wirtz tes- 
tified “the first group amounting to 
$5,047.09 represents cash contribu- 
tions which were credited to surplus 
by the predecessor company.” 

Mr. Wirtz testified : 

“The second group amounting to 
$1,034 comprises apparent contribu- 
tions for which the cash book and 
ledger contained no record of pay- 
ment having been received and an 
exhaustive check was made in an ef- 


fort to discover whether or not the 
money had been received by the com- 
pany.” 

The company admits that these are 
“apparent contributions” although 
they claim to have found no record 
of payment in cash. The mere fact 
that no record of payment was found 
is not conclusive proof that no pay- 
ment was received. 

With respect to the $1,500 shown 
on this page, Mr. Wirtz testified : 


“The third item on this page of 
$1,500 was set up by a journal entry 
on January 1, 1923, which entry 
charged Pipe lines and credited Sur- 
plus, and gave a description of the 
entry as being a contribution of J. 
W. Birch to the company. No de- 
scription of the pipe lines was given 
in the entry and we have not been 
able to identify the amount with any 
particular main. 

“In addition there was an effort 
made in the books at December 31, 
1925 to set forth any amounts of con- 
tributions or refundable deposits, and 
at that date an amount of $2,500 was 
set up as being a refundable deposit 
made by J. W. Birch. Again, no de- 
scription was given of the main in- 
volved, and we are of the opinion that 
the $2,500 item set up in 1925 might 
contain, and be a partial duplication 
of, the $1,500 shown on this exhibit.” 


Q. Was the $2,500 item subse- 
quently refunded? 

A. Yes, the $2,500 item was sub- 
sequently refunded. 


Inasmuch as the contribution of 
$1,500 was credited to surplus orig- 
inally, it does not seem reasonable to 
assume that it was subject to refund 
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and therefore it is not likely that the 
$1,500 is included in the $2,500 re- 
fundable deposit made by J. W. Birch 
and set up on December 31, 1925. 
Page 4 of Exhibit M—5 shows the 
tapping fees collected in the years 1938 
and 1939 which were credited on the 


Organization 
nd 

Base Cost New 
Accounts 312-334 


Depreciated Cost 
Less Contributions 


ledger to the account Contributions in 
Aid of Construction in the total 
amount of $6,610.91. 

Page 5 of Exhibit M—5 shows tap- 
ping fees received prior to January 1, 
1938, which were considered as in- 
come and closed to surplus. The total 
amount is $54,634.07. Inasmuch as 
the services for which these tapping 
fees were received have been capital- 
ized, this amount should now be in- 
cluded in Account 265, Contributions 
in Aid of Construction. 

Page 6 of Exhibit M-5 is an 
analysis of the customer’s advances 
for construction as of December 31, 
1939. This shows a refundable bal- 
ance as of that date amounting to $2,- 
854.40. Inasmuch as this amount 
has not been refunded as of December 
31, 1939, it should also be included 
with contributions in aid of construc- 
tion and deducted from the base cost 
in determining the revenue require- 
ment as of December 31, 1939. 

I find the total amount of contribu- 
tions to be deducted as of December 
31, 1939, to be $128,896. By means 
of Exhibit M-22, I have brought this 
down to December 31, 1940, at which 
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date I find the total amount of con- 
tributions to be deducted as of that 
date to be $130,180. 


Rate Base 


For the purpose of this proceeding 
I will adopt the following rate base: 
At December 31,1939 At December 31, 1940 


$1,100 $1,100 
54,046 54,046 


$949,596 $974,701 
167,798 


781,798 
$836,944 


183,521 791,180 


$846,326 
128,896 130,180 


$708,048 $716,146 


The average rate base for the year 
1940 is therefore $712,097. 





Rate of Return 


[10] No testimony was presented 
in this case relating to a fair rate of 
return to be allowed on the rate base. 
In accordance with a number of rate 
cases involving water companies, I 
will allow 6 per cent on the average 
rate base determined above. 


Operation and Maintenance Expense 


Mr. Wirtz submitted Exhibit M-/, 
a statement of operating revenue and 
expenses for the years 1935, 1936, and 
1937, Exhibit M-8 showing the op- 
erating revenue and expenses for the 
years 1938 and 1939. 

Table 2 is a comparison of opera- 
tion and maintenance expenses for the 
years 1936 to 1940 inclusive, as shown 
in the exhibits. Inasmuch as the years 
1938, 1939, and 1940 are on the basis 
of the new uniform system of ac- 
counts effective January 1, 1938, the 
costs by accounts may not be strictly 
comparable with the years 1936, 1937. 
For the purpose of this proceeding, I 
will use the 1940 operation and main- 





Source 
Electr: 
Power 
Diesel 
Purific 
Trans! 
Custot 
Other 
Gener: 
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tenance expense of $28,598 excluding 
regulatory Commission expense which 
| will consider separately. 


was subsequently repainted in 1924 
when the larger tank was installed. 
“We, therefore, find that the first 


TABLE 2 
OPERATION AND MAINTENANCE EXPENSE 


1936 


Source OF SGDDLY 2. cccceccesccecees $ 
Electric Pumping 

Power Purchased 

Diesel Pumping 

Purification 

Transmission and Distribution 

Customer Accounting and Collecting 
Other General and Miscellaneous .. 
General Company Expenses 


23.73 $ 265.91 $ 


3,925.27 


1937 1938 


5.60 
1,171.42 
3,607.54 
1,788.64 

730.54 
3,903.69 
3,336.44 
7,965.62 
4,724.32 


1939 1940 


915.84 
3,505.40 


1,310.34 
3,873.29 
2,441.03 

595.28 
5,053.84 
3,246.44 
8,150.23 
4,666.58 


903.03 
3,773.21 
2,041.91 

589.11 
5,661.74 
4,250.52 
6,581.30 
4,797.46 


3,942.41 





Subtotal 
Regulatory Commission Expense ... 


$30,536. 
110.5 


$28,598.28 
4,694.82 


$26,833.81 
7,779.22 


$29,337.03 
4,273.05 


$27,919.52 
447.55 





$30,647.32 


[11] Mr. Wirtz testified in connec- 
tion with Exhibits M—7 and M-8: 

“On page 3 of Exhibit for identifi- 
cation M-—7, against the title ‘Mainte- 
nance of Tanks and Standpipes,’ no 
expense is shown for the years 1935 or 
1936, and then for the year 1937 there 
is an item of $2,265.54, and on page 3 
of Exhibit for identification M-8 
against the caption ‘Maintenance of 
Structures and Improvements’ there 
are shown no charges for the year 
1938, and an item of $71.24 for the 
year 1939, 

“The sizable expenditure in the 
year 1937 is an item of cyclical main- 
tenance. It represents the cost of 
scraping, wire brushing and painting 
with three coats both inside and out- 
side on both of the elevated tanks, and 
repairing the lagging on the riser pipe 
of the 50,000 gallon tank, and also re- 
pairing the roof and riser pipe lagging 
on the 200,000 gallon tank. 

“A similar painting and repair job 
was done to both of these tanks in No- 
vember and December, 1931, at a cost 
of $1,882.65 and the 50,000 gallon 
tank was originally new in 1921, and 


$28,367.07 $34,609.03 $33,610.08 $33,293.10 


repair and painting job was done six 
year after the tanks were installed or 
repainted, and the second work re- 
curred in the year 1937, and similar re- 
pair and painting of these tanks will 
be necessary on a cyclical basis within 
the next five or six years or possibly 
less than that. 

“T merely wish to explain that it is 
not a nonrecurring item. It is a cycli- 
cal item which recurs every so many 
years.” 

This testimony shows that this ex- 
pense is a recurring one. Approxi- 
mately every six years, this work has 
to be done. In 1931 it cost $1,182.65 
and in 1937 it cost $2,265.54. These 
amounts were charged off to mainte- 
nance expense in the year in which 
they occurred. In this rate proceed- 
ing, we are endeavoring to find what 
is the reasonable revenue requirement 
for the year 1941 and for some years 
in the future. Provision must be 
made to meet this particular recurring 
expense item and even though no ac- 
tual expense is to be incurred in the 
year 1941, it is proper to include in the 
estimated expenses an item of $300 
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for this recurring maintenance ex- 
pense of elevated tanks. 

[12] With respect to regulatory 
Commission expense, Mr. Wirtz sub- 
mitted Exhibit M—12 which is a break- 
down for the years 1935 to 1939 in- 
clusive and from January 1, 1940, to 
April 30, 1940. He subsequently sub- 
mitted Exhibit M—18 which shows the 
regulatory Commission expense for 
the entire year 1940. I have summa- 
rized these exhibits as follows: 


ber 31, 1940. Since that date there 
have been additional assessments by 
the Public Service Commission and 
the company has also incurred addi- 
tional expenses in connection with the 
presentation of its case. This case 
is still before the Commission for de- 
termination and additional costs will 
be incurred by the company, but none 
of the expenses subsequent to Decem- 
ber 31, 1940, are considered herein, 
The various amounts were charged off 


TABLE 3 
REGULATORY COMMISSION EXPENSES 


1936 1937 1938 1939 1940 


$434.17 $7,737.34 $4,215.23 
13.38 37.88 


932.15 
57.82 17.98 





$733.40 $110.55 $447.55 $7,775.22 $4,273.05 $4,694.82 


Case No. 10066 


The expenses in connection with 
this Case No. 10066 amounted to $3,- 
744.69 to December 31, 1940, as 
shown in Table 3. There have been 
further expenses incurred since that 
date, but they do not appear in the 
record and therefore have not been 
included. For the purpose of this pro- 
ceeding, I will use a cost for regulatory 
Commission expenses in Case No. 
10066 to December 31, 1940 amount- 
ing to $3,745 and in estimating the 
revenue requirements for 1941 and 
the next few years, I will include a 
charge for this item of $749—thus 
averaging this charge over a period of 
five years. : 


Case No. 8858, Continuing 
Property Record Case 


The expenses in connection with the 
Continuing Property Record Case No. 
8858 for the Merrick plant alone 
amounted to $13,318.89 as of Decem- 
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in the years in which they occurred 
beginning, in the case of continuing 
property records expenses, with $434 
.17 in 1937. In endeavoring to find 
the revenue requirements for 194] 
and succeeding years, it is unfair to 
take account only of the $932.15 ex- 
penses actually incurred in the year 
1940 and overlook the $4,215 in 1939 
and $7,737 in 1938. For reasons ex- 
plained in the succeeding paragraph, 
this charge should be spread over a 
period of ten years and in endeavoring 
to ascertain the reasonable expenses 
for the year 1941 and succeeding 
years, an allowance of $1,332 should 
be made for this item. The ten years 
should cover the period from 1937 to 
1946, inclusive, and, after that year, 
as this item is not a recurring expense 
item, such charge should not be used 
determining fair rates. No estimate 
of the separate cost of maintaining the 
continuing property record in the Mer- 
rick plant was presented, but, of 
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course, such costs will be incurred in 
the future and is, of course, in the cur- 
rent operating expense. The company 
has incurred other regulatory expenses 
as shown by Table 3 and for this item 
] will allow in estimating the expenses 
for 1941, the sum of $100. This re- 
sults in,a total allowance for regula- 
tory Commission expenses in the year 
1941 in Case No. 10066 of $749; in 
Case No. 8858 of $1,332, and $100 
for other regulatory expenses, or a 


total of $2,181. 


Discussion of Allowances for Expense 
of Establishing Continuing Proper- 
ty Records and Ascertaining Orig- 
inal Costs 


General Instruction No. 14 in the 
Uniform System of Accounts pre- 
scribed for Water Works Corpora- 
tions effective May 1, 1938 states: 
“A. Income, Revenue, or Expense 


items shall, in all cases, be entered in 
the accounts in the month in which 
they accrue and shall not be equalized 
by spreading over one or more months 
by the use of deferred debit, deferred 
credit, reserve, or other accounts, ex- 
cept as otherwise specifically provided 
in this system of accounts or by order 
of the Commission.” 

Previous to the adoption of any 
system of accounts for Water Works 
Corporations the company might have 
charged the items for continuing prop- 
erty record and rate cases expenses to 
a suspense account and spread the 
same over a reasonable period of 
years. The company did not do so, 
but charged the various items to op- 
erating expenses as they occurred in 
the year in which the services were 
performed. The company could have 
petitioned the Commission to allow 


[6] 


these expenses to be spread at a uni- 
form rate at the beginning of these 
proceedings, but such spread could 
only be an approximation, as there was 
no way of ascertaining what the total 
actual expenses would be. 

In suggesting the spreading of the 
rate case expenses over a period of five 
years and the continuing property rec- 
ord expenses over a period of ten 
years, it is to be understood that such 
spreading does not involve actual 
bookkeeping entries of any kind, as the 
amounts herein being considered have 
already been charged in the year in 
which they were incurred. By such 
spreading is only meant that, in con- 
sidering expenses for the year 1941 
and succeeding years, an item in the 
amount arrived at should be allowed. 
As expenses involved in rate proceed- 
ings have been considered by the Com- 
mission as a recurring expense, I have 
only spread that item over a period of 
five years. The item of $13,318.89 
for expenses of the continuing prop- 
erty record case is a nonrecurring one, 
in that once the continuing property 
records are compiled the only expenses 
thereafter will be the expenses of year- 
ly maintenance. To the inclusion of a 
maintenance item in operating ex- 
penses there is no objection. The 
question has been raised as to wheth- 
er nonrecurring expenses, such as in- 
volved in establishing the Continuing 
Property Record, should not be ab- 
sorbed in the expenses of the year in 
which they are incurred and receive no 
recognition in the consideration of re- 
quired revenue in rate cases. A num- 
ber of companies under the jurisdic- 
tion of the Commission, notably the 
New York Telephone Company, have 
kept continuing property records for 
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many years and the expenses of its 
compilation, operation, and mainte- 
nance are allowed as operating ex- 
penses. Many other companies under 
the jurisdiction of the Commission did 
not compile such a record. In the 
judgment of the directors of these 
companies, such records were not nec- 
essary for the proper conduct of the 
business, nor was there any legal re- 
quirement that they do so. 

By § 114 of the Public Service Law 
added by Chap. 287 of the Laws of 
1934, the Commission is “authorized 
to require any public utility company 
to establish, provide, and maintain 
continuing property records, including 
a list or inventory of all of the physi- 
cal property actually used in the pub- 
lic service, and to require any public 
utility company to keep its books, ac- 
counts, and records in such manner as 
to show currently the original cost of 


said physical property and the reserves 
accumulated to provide for the retire- 
ment or replacement of said physical 


property.” I believe the cost of com- 
piling such a record and maintaining 
the same is a proper operating expense 
and that such expense should be con- 
sidered in rate proceedings. Further- 
more, I would spread the amount over 
a 10-year period beginning with the 
year in which the initial expense is in- 
curred. At the end of such period, 
the cost of establishing the continuing 
property record should not be consid- 
ered in fixing the proper rates. . 
Section 114 passed in 1934 provides 
further for proper records to be kept 
showing “reserves accumulated to pro- 
vide for the retirement or replacement 
of said physical property.’ Surely it 
cannot be contended that the addition- 
al expense of keeping such records is 
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not a part of the proper expense of the 
company and to be considered in as. 
certaining the proper amount of op- 
erating expenses to be allowed in rate 
cases. In effect, a ruling that no item 
representing the average fair cost 
spread over a period of years of the 
compiling of the original continuing 
property record is to be allowed as op- 
erating expense is to say that such 
disbursements can only be charged 
against surplus. These items are 
properly an operating expense the 
same as the rest of the cost of the ac- 
counting work done by the company, 
Other companies which keep such rec- 
ord have always charged such expense 
of originating and maintaining the 
same to operating expenses, but there 
was no compulsion on the other com- 
panies to do so. By legislative enact- 
ment, the companies are all compelled 
to keep such records and the expense 
of such additional work should be 
charged to operating expenses the 
same as similar items of accounting. 
For many years companies were al- 
lowed to keep their depreciation ac- 
counts upon the retirement reserve 
system which involves a very simple 
method of bookkeeping. The Com- 
mission is now endeavoring to have 
the companies adopt the straight-line 
method of depreciation which is a 
much more complicated system and in- 
volving much more accounting work. 
Could it be contended that the differ- 
ence in cost of keeping the old retire- 
ment reserve system and that of keep- 
ing the straight-line depreciation sys- 
tem is not a charge against operating 
expense? The expense of the orig- 
inating and ascertaining the continu- 
ing property record record and record 
of original cost where no evidence of 
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fraud or of wastefulness in the meth- 
od of preparation is found is fairly 
an operating charge. The Commission 
itself, in a number of cases, has re- 
fused to allow the total cost incurred 
by companies in the preparation and 
presentation of rate proceedings, par- 
ticularly in Case No. 6093 (1935) 
1 Ann Rep NYPSC 788, 1002, 18 
PUR(NS) 65. “In the matter of 
investigation on motion of the rates 
of the Long Island Lighting Compa- 


with accrued depreciation, I have al- 
lowed $16,651 for annual depreciation 
expenses on the base cost at December 
31, 1939, and $17,107 at December 
31, 1940. This is on a straight-line 
basis and is in harmony with the ac- 
crued depreciation which I have adopt- 
ed. 
Operating Taxes 

Exhibits M-7, M-8, and M-18A 
presented by Mr. Wirtz show taxes as 
follows : 


TABLE 4 


1936 
Real Property 
Utility Excise 
Gross Earnings 
Social Security 


185.80 


1937 1938 1939 1940 


$16,153.90 $16, yy $16,922.83 $19,122.99 $15,675.69 


29 
524.08 
401.16 


1,863.69 
538.35 
547.37 


2,026.60 
567.05 
466.72 


2,019.79 
"568.12 
608.73 





$16,841.16 $18,473.85 $19,872.24 $22,183.36 $18,872.33 


” 


ny.” From an actual expense incurred 
by the company of $2,300,000, the 
Commission deducted $800,000 and 
allowed but $1,500,000 on the ground 
that the method of preparing the in- 
ventories was unnecessarily expensive 
and unnecessarily detailed. 

Recently the Department of Public 
Service of the state of Washington, 
in a decision handed down July 6, 
1940, 34 PUR(NS) 193, involving 
state-wide rates of the Pacific Tele- 
phone & Telegraph Company, allowed 
rate case expenses of $144,382.66 to 
be amortized over a 10-year period, 
but expenses amounting to $226,- 
000 were disallowed as having been 
“extravagantly wasted” in producing 
testimony which was wholly worth- 
less. No question arises in this case 
as to the propriety and reasonableness 
of the expenditures already made in 
the rate case and the continuing prop- 
erty record case. 


Annual Depreciation 
[13] As discussed in connection 
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[14] I will use the 1940 taxes, as 
reported, amounting to $18,872, ad- 
justed to exclude taxes on the portion 
of the Massapequa well field which I 
have considered as not used and use- 
ful. 

The land at the Massapequa well 
field consists of two parcels. The 
first includes 70.98 acres of vacant 
land on which the total taxes in 1940 
were $420.62. As this parcel is a 
part of the land which I have consid- 
ered as not used and useful, the 
$420.62 should be excluded from op- 
erating taxes. The second parcel in- 
cludes 236.68 acres and contains cer- 
tain improvements. The tax on the 
improvements was $363.08 and this 
amount should be allowed in operating 
taxes. The tax on the land was $1,- 
366.11, but inasmuch as I have con- 
sidered approximately 133 acres of the 
land in this parcel as not used and use- 
ful, the proportional part of the tax 
which should be disallowed is approxi- 
mately $767. This results in a total 
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deduction from operating taxes for the 
year 1940 amounting to $1,188. Ac- 
cordingly, I shall allow total operating 
taxes of $17,684. 


Income Taxes 


[15] Mr. Wirtz submitted Exhibit 
M-724, which is a computation of Fed- 
eral income taxes applicable to the 
Merrick plant. This exhibit is sup- 
ported by Exhibit M-23 which is a 
detailed computation and reconcilia- 
tion with the company’s annual report 
to the Commission. 

For the year 1940 the tax rate was 
a flat 24 per cent on taxable income. 
This resulted in $2,587.35 assignable 
to the Merrick plant. Mr. Wirtz tes- 
tified: “. based on the best 
information that we can get, and 
which has been very largely publicized 
in the newspapers the anticipated tax 
rate will be 30 per cent of net taxable 
income, which would be a 25 per cent 
increase over and above the amount 
paid in 1940.” 

For the purpose of determining fair 
rates I will use the 1940 income taxes 
of $2,587, but it should be borne in 
mind that the income taxes for 1941 
will probably be substantially greater. 


Complainant’s Brief 


Mr. William Albert, attorney for 
the complainant, filed a brief in which 
he raised certain points which he 
claimed had a bearing on the rates to 
be charged for water. Inasmuch as 
I have given consideration to all the 
contentions raised under Points I, III, 
IV, and V in Mr. Albert’s brief in ar- 
riving at the rate base which I adopted, 
no further discussion is warranted 
here. 

With respect to Point II, ‘“Addi- 
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tional Items Which Should Be Elim. 
inated from Rate Base,’ Mr. Albert 
contends that the used and usefyl 
acreage that should be allowed at the 
Massapequa Pumping Station for the 
protection of the two existing wells js 
at the most 37 acres, or $14,334.54, | 
am of the opinion that Mr. Albert’s 
contentions reduce the area to an un- 
reasonable extent. I allowed $40,000 
for the portion of this land which | 
considered used and useful. This js 
equivalent to about 104 acres. 

[16] Mr. Albert also contends that 
the cost of approximately 20,000 feet 
of 12-inch pipe should be excluded 
from the rate base. He estimates the 
unit cost to be $3 per foot, or a total 
cost of $60,000. Information in the 
files of the water bureau indicates that 
his unit price assumption is reasonably 
correct. No testimony was offered by 
the complainant concerning this point, 
dependence being relied upon argu- 
ment. 

If $60,000 were eliminated from 
the cost new, I estimate that the rate 
base, as previously determined, would 
be reduced by $53,100 after deducting 
depreciation. I estimate that a 6 per 
cent return on this amount, plus annual 
depreciation, equals $3,786 per year 
which would be the reduction in the 
revenue required. But if this pipe 
were not used, the company’s revenue 
would be decreased because of the loss 
of customers along the line, particular- 
ly the Massapequa and South Farm- 
ingdale Water Districts. The revenue 
from these water districts in 1939 was 
$7,287. Of course, if these customers 
were not served, there would be a fur- 
ther reduction in the revenue required 
due to the saving in pumping costs, but 
I estimate that this would be less than 
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$1,000 per year. In my opinion, the 
12-inch line in question is used and 
useful and the cost should be allowed 
in the rate base. 


Revenue 


Exhibits M-7, M-8, and M-18 
show operating revenues received by 
the company in detail for the years 
1936-1940, inclusive. The total op- 
erating revenues received in those 
years are as follows: 

Tapping Adjusted 


Fees to Exclude 
Included Tapping Fees 
$4,560.00 $92,386.30 

98,881.92 
103,675.35 
114,457.06 
112,859.72 


The details of the operating reve- 
nues received in 1939 and 1940 are 
as follows: 


Total 
$96,946.30 
102,176.92 
103,675.34 
114,457.06 
112,859.72 


1936 
1937 
1938 
1939 
1940 


Operating Revenues 1939 1940 


Metered Sales to Gen- 
eral Consumers .... 
Private Fire Protection 
Public Fire Protection 
Other Sales to Public 
Authorities 
Sales to Other Water 
Utilities 
Miscellaneous Water 
Revenues 
Miscellaneous 
ing Revenues 


$77,105.67 $75,646.00 
320.00 320.00 


22,547.98 
1,388.45 
11,950.20 
95.04 
1,049.72 


22,849.07 
1,264.73 
11,556.52 
92.00 
1,131.40 


Operat- 





Total Operating 


Revenues $114,457.06 $112,859.72 


Revenue Required 


Allowing a 6 per cent return on the 
average rate base for the year 1940 
and operating expenses of $31,079, 
including regulatory Commission ex- 
penses, and taxes as paid for the year 
1940 with the exceptions as previously 
discussed, I find that the total revenue 
required is $110,955 which, when 
compared with the operating revenue 
received in 1940 amounting to $112,- 


860, indicates an excess above a 6 
per cent return amounting to $1,905, 
as shown in Table 5. 


TABLE 5 
REVENUE REQUIRED 


Average Rate Base, 1940 


Return at 6% 
Operation and Maintenance Expense 
Regulatory Commission Expense: 
Case No. 10066 
Case No. 8858 


16,879 
17,684 
2,587 


$110,955 
112,860 


Average Annual Depreciation, 1940 
Operating Taxes 
Federal Income Taxes 


Revenue Required, 1940 
Operating Revenue, 1940 


Excess 


In the above figures for return at 6 
per cent of $42,726 is included a re- 
turn on overheads for the period 1927— 
1940 at approximately 13 per cent. If 
these overheads which are discussed 
at length hereinbefore in this memo- 
randum, were figured at 10 per cent 
or at 8 per cent, a decrease in return 
of about $1,192 at 10 per cent or 
$1,986 at 8 per cent would result. On 
the other hand, operating expenses 
would increase by about $652 or $1,036 
respectively, as previously discussed, 
and the excess over a 6 per cent re- 
turn would be approximately $2,445 
or $2,855 depending upon whether 10 
per cent or 8 per cent was used for 
overheads; however, as before ex- 
plained, for the purpose of this pro- 
ceeding only, 13 per cent was used in 
the computation for overheads. It is 
to be remembered that in the above 
figures no account is taken of the prob- 
able increase in Federal income taxes 
during 1941, nor is any amount for 
working capital included. No consid- 
eration has been given to going value 
nor to reproduction cost. 
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Vv. 


(— Kan —, 113 P(2d) 159.) of 
the 


Electricity, § 2 — Jurisdiction of Commission — Inductive interference. tere 


Our statute G.S.1935, § 66-183, construed and held, (1) the word “service” mis 
as used in the statute is broad enough to include inductive interference the 
caused by the maintenance of an electrical transmission line paralleling a 

telephone line upon, along, or across a public highway, and (2) a duty is i 
imposed on the Corporation Commission to formulate rules as to such and 
inductive interference in cases where a public utility proposed to erect or ord 
operate wires upon, along, or across the highways of the state. the 


(ALLEN, J., dissents; Harvey and THIELE, JJ., concur in special opinion.) ot 


[May 10, 1941.] orc 


Headnote by the Court. 


PPEAL from judgment holding unlawful an order of the 

Commission approving plans filed by a rural electric co- 

Operative association showing the location of a proposed power 

line running along highways where telephone lines are located; 
affirmed. See 29 PUR(NS) 306. 


¥ 
APPEARANCES: Matt Guilfoyle, of Jeffrey, and Robert E. Russell, all of 
Abilene, and IR: Hannen, of Bur- Topeka, for appellee ; Robert W. 


lington, for appellants; Clayton E. temphill, of Norton, amicus curia. 
Kline, M. F. Cosgrove, Balfour S. 
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AutEN, J.: The Coffey County 
Rural Electric Co-operative Associa- 
tion (hereinafter referred to as the 
rural electric) filed for approval with 
the State Corporation Commission 
plans, specifications, and maps show- 
ing the location of a proposed power 
line. A hearing was had on the ap- 
plication, and thereafter on the peti- 
tion of the Central Kansas Telephone 
Company, Inc. (hereinafter referred 
to as the telephone company), a re- 
hearing was granted by the Commis- 
sion. Testimony was taken, the Com- 
mission made findings of fact, and 
duly entered an order approving the 
application of the rural electric,—the 
construction to be in accordance with 
the rules of the Commission set forth 
in Docket No. 1944. The telephone 
company appealed from the order of 
the Commission to the district court 
of Coffey county. Upon the trial in 
the district court a judgment was en- 
tered holding the order of the Com- 
mission was unlawful and remanded 
the case to the Commission with direc- 
tions “to promulgate reasonable rules 
and regulations covering inductive co- 
ordination and thereafter reconsider 
the application of appellee in the light 
of regulations covering inductive co- 
ordination.” This appeal is from the 
order and judgment of the district 
court so entered. 

The Commission found that the 
rural electric was incorporated under 
the laws of Kansas for the purpose of 
furnishing electric energy to its stock- 
holder members; that the construction 
of its facilities is financed by the Unit- 
ed States through the Rural Electrifi- 
cation Administration; that the Unit- 
ed States has a first mortgage on the 
property of the company to secure the 


cost of construction, and that the pro- 
posed lines of the rural electric will 
run along the highways of the state 
upon which are located lines of the 
telephone company. The telephone 
lines are grounded lines and will give 
service substantially equal to that giv- 
en on metallic circuits unless there is 
electric interference from some source. 
It was further found that the lines of 
the rural electric if constructed ac- 
cording to the plans, specifications and 
maps will cause inductive interference 
with the service of the telephone com- 
pany, and will materially impair such 
service and may render the telephone 
lines noncommercial; whether it will 
do so cannot be determined with cer- 
tainty prior to the energizing of the 
power lines,—but it is probable that 
it will do so. It was found that if the 
telephone lines which parallel the pow- 
er lines are metallicized, the inductive 
interference will be greatly reduced if 
not entirely eliminated; that the ex- 
pense of metallicizing the telephone 
lines will amount to about $7,000, and 
that it is not the policy of the Rural 
Electrification Administration to fur- 
nish money for that purpose. 

Our statute, G. S. 1935, §§ 66-183, 
provides: “All public utilities owning 
or operating wires for the transmis- 
sion of telegraph or telephone mes- 
sages or for the transmission of elec- 
tricity upon, along, or across the 
streets, highways, or public places in 
this state are required to so use, string 
and maintain such wires as to avoid 
unreasonable injury or interference 
from the wires of other utilities and to 
avoid unreasonable injury to and in- 
terference with the wires of other util- 
ities, and the Public Utilities Com- 
mission is given the power, and it is 
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hereby made its duty, to prescribe rea- 
sonable rules and regulations with re- 
spect to the stringing and maintain- 
ing of wires in all cases where there is 
danger or possibility of unreasonable 
interference with or damage to the 
wires or service of one utility by those 
of another utility. “i 

After quoting §§ 66-183 and 66— 
184, the Commission, in its findings 
states : 

“The question thus presented is: 
Does the Commission have the power 
under the statutes quoted to refuse the 
approval of the plans of a power com- 
pany for the construction of a trans- 
mission line across and along the 
highways of the state when the pro- 
posal is to construct the line in such 
a manner that it will cause inductive 
interference to an extent that it will 
render grounded rural telephone lines 
constructed thereon noncommercial. 


“The Commission is impressed 
with the argument of the protestants 
based upon the equities in the case, but 
it is reluctant to hold that the words 
‘or service’ in the statutory provision 
just quoted are sufficient to confer up- 
on the Commission authority to deny 
the application on account thereof. No 
one can study the provisions of the 
statute involved with any feeling of 
assurance at the end that he has chosen 
the right path. There are few pre- 
cepts to guide the Commission. All 
the more, in this uncertainty, the Com- 
mission is impelled to the belief that, 
until the courts have determined the 
matter, the Commission should not 
assume the power. The Commission 
holds as a matter of law that it may 
not withhold approval of the plans of 
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the applicant for the reasons urged by 
the protestants.” 

On appeal to the district court jt 
was contended that the order of the 
Commission was unreasonable and 
unlawful. The district court, in a 
carefully written opinion in disposing 
of the question as to whether the or. 
der was unreasonable, stated that “the 
decision of the Commission as dis- 
closed by the order is not so wide of 
the mark as to be outside the realm of 
fair debate, and therefore this court 
has no right to nullify the order on 
the ground that it was unreasonable.” 

The court ruled: “The order of 
the Commission is set aside as unlaw- 
ful and case is remanded to Commis- 
sion with direction to promulgate rea- 
sonable rules and regulations covering 
inductive codrdination and thereafter 
reconsider the application of appellee 
in the light of regulations covering 
inductive codrdination.” 

In arriving at this conclusion, the 
district court in its written opinion, 
stated : 

“Applying the foregoing rules of 
construction to §§ 66-183, G. S. 1935, 
this court interprets the statute to 
mean : 

“That it is the duty of the State 
Corporation Commission to prescribe 
reasonable rules and regulations with 
respect to the stringing and maintain- 
ing of wires by all public utilities own- 
ing or operating wires for the trans- 
mission of electricity or telephone mes- 
sages upon, along, or across the high- 
ways in this state in all cases where 
there is danger or possibility of unrea- 
sonable interference with or damage 
to the wires or service of one utility 
by those of another utility and with 
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respect to the support, maintenance, 
repair, and reconstruction thereof. 

“That the language ‘unreasonable 
interference with or damage to the 
service of one utility by the electrical 
wires Of another utility’, is broad 
enough to cover and does cover ‘In- 
ductive Interference’ caused by the 
maintenance of an electrical transmis- 
sion line paralleling the telephone lines 
upon, along, or across public highways 
in this state. 

“While the telephone company has 
no exclusive right of occupancy to the 
highways under its franchise yet ap- 
pellee must so construct its electric 
transmission lines, under rules promul- 
gated by the Commission, that no un- 
reasonable inductive interference to 
service of telephone company will be 
caused, if that can be done within the 
hounds of reasonable regulations. 

“In case the interference may be 
avoided by installation of devices or 
other means with reasonable expense, 
it is the duty of the latter company to 
adopt such means as the Commission 
may direct, for the service of telephone 
customers is just as important as elec- 
tric service is to electricity customers 
and it is just as logical to require the 
use of these devices by appellee on its 
lines as it is to require the telephone 
company to do so at its own expense, 
as following either line of reasoning it 
will mean added expense to the con- 
sumers of utility service. 

“However, under any line of rea- 
soning it is the Commission’s duty in 
the first instant, to adopt regulations 
that will avoid unreasonable induc- 
tive interference if it is reasonably 
possible to do so. 

“Upon oral argument before the 
court, counsel for all parties interested 
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in this appeal stated that the wire 
stringing rules promulgated by the 
State Corporation Commission, pur- 
suant to the statute, and as disclosed 
by Docket No. 1944 of the Commis- 
sion, which the court has examined, 
did not cover, and do not now cover 
‘Inductive Interference’ but merely 
physical interference. 

“It must be here noted it is not a 
question of the power of the Commis- 
sion to refuse to approve the applica- 
tion of appellee but rather the pow- 
er of the Commission to regulate by 
rule interference with the service of 
one utility by the wires of another 
utility, caused by inductive interfer- 
ence or otherwise. ¥ 

“The findings of the Commission 
which are accepted by the court, by 
agreement of counsel, as the facts of 
the case, show further that the lines 
of the appellee, as proposed to be con- 
structed, will cause ‘Inductive Inter- 
ference’ to such an extent that the tele- 
phone service may be and will likely be 
rendered noncommercial, and that oth- 
er lines constructed by appellee in Cof- 
fey county have destroyed the com- 
mercial value of telephone lines. 

“Tt appearing to this court that the 
statute in question requires that State 
Corporation Commission to enact rea- 
sonable rules and regulations which 
would cover ‘inductive interference’ 
and that not having been done, the 
Commission has not followed the pro- 
cedural forms prescribed by the stat- 
ute (§§ 66-183, G. S. 1935) and by 
reason thereof the order made by the 
Commission is unlawful.” 

The journal entry of the judgment 
recites : 

“Now, on this Ist day of July, 
1940, being fully advised in the prem- 
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ises, the court finds: That the find- 
ings of fact made by the State Cor- 
poration Commission of the state of 
Kansas on the 21st day of February, 
1940, in the said order from which 
an appeal was taken by the appellant, 
the Central Kansas Telephone Com- 
pany, Inc., are supported by substan- 
tial and competent evidence, and are 
reasonable. . 
“That the provisions of § 66-183, 
G. S. for 1935 authorize, empower 
and direct the State Corporation Com- 
mission to prescribe reasonable rules 
and regulations with respect to the 
stringing and maintaining of wire in 
all cases where there is danger or pos- 
sibility of unreasonable interference 
to the service of one utility by the lines 
of another; that electric transmission 
companies are bound by the provisions 
of law to so construct their electric 
transmission lines, under rules promul- 
gated by the Commission, that no un- 
reasonable inductive interference to 
service of telephone companies will 
be caused, if such interference can be 
reasonably avoided or mitigated. 
“That the conclusions of law made 
by the said Commission upon the find- 
ings of fact, herein determined to be 
reasonable, are unlawful in that the 
same erroneously conclude that the 
said Commission has no authority to 
prescribe rules and regulations for the 
prevention of unreasonable interfer- 
ence with or damage to the service of 
telephone utilities by the lines of elec- 
tric transmission utilities traversing 
the same highways. That in so con- 
cluding the said Commission has 
failed to carry out the duties imposed 
upon it by law in regard to such un- 
reasonable interference to service ; and 
the court further finds that the con- 
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clusions of law made by the said Com. 
mission are unlawful in that the Com. 
mission has not followed the proce. 
dural forms prescribed by the statute 
($ 66-183, G. S. for 1935) by virtue 
of its failure to promulgate rules and 
regulations with respect to the string. 
ing and maintaining of wires in all 
cases where such unreasonable inter- 
ference is imminent. 

“That by reason of the unlawful- 
ness of the action of the Commission, 
the said order should be vacated and 
set aside in so far as the said conclu- 
sions of law are concerned.” 

Did the district court err in holding 
the order of the Commission was un- 
lawful? 

Under our statute G. S. 1935, § 66- 
183, the Commission “is given the 
power, and it is hereby made its duty, 
to prescribe reasonable rules and reg- 
ulations with respect to the stringing 
and maintaining of wires in all cases 
where there is danger or possibility of 
unreasonable interference with or 
damage to the wires or service of one 
utility by those of another utility. 

.’ The trial court held this lan- 
guage is broad enough to cover induc- 
tive interference caused by the main- 
tenance of an electrical transmission 
line paralleling the telephone lines 
upon, along or across public highways 
in this state. 

In all cases where there is danger or 
possibility of unreasonable interference 
with or damage to the wires or service 
of one utility by those of another util- 
ity not only is the power conferred, 
but a duty is imposed upon the Com- 
mission to prescribe reasonable rules 
and regulations with respect to the 
stringing of wires on and along the 
highways. The duty imposed is im- 
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perative. While the findings of the 
Commission recite that the proposed 
fines of the rural electric will be con- 
structed in accordance with the rules 
of the Commission as published in 
Docket No. 1944, it does not state the 
rules as promulgated cover the matter 
of unreasonable interference with the 
“service” of one utility by another util- 
ity that may result from the stringing 
of wires upon, along or across the 
highways of the state. We agree with 
the conclusion of the district court 
that interference of the “service” as 
used in the statute is broad enough to 
include inductive interference. Be- 
cause the rules were not formulated on 
that question as provided by the stat- 
ute, the district court held the or- 
der of the Commission was unlawful. 
In that ruling we concur. We think 
it clear the mandate of the statute was 
not followed. We think the rules as 
to inductive interference should be 
formulated before a lawful order on 
the application of the rural electric 
could be entered. Should such rules 
be formulated as contemplated by the 
statute, and the application should 
thereafter be presented, we, of course, 
do not intimate the nature of the rul- 
ing or order of the Commission that 
should be made thereon,—that is a 
duty imposed on the Commission. 
The decision in this case neither in- 
volves nor implies any determination 
of the question of whether a telephone 
company which has operated what is 
ordinarily called a grounded system 
has thereby acquired any vested right 
in such use of the earth as part of the 
circuit, or is entitled to any superior or 
prior right by virtue of such prior use. 
No question is now before us as to 
whether the power line companies 


should be required to bear part or all 
of the cost of metallizing present 
grounded telephone systems in case 
other means of preventing inductive 
interference prove ineffective, nor 
whether the power lines should be re- 
quired to install devices in addition to 
those now required in order to prevent 
injury to the telephone service. Such 
administrative questions are not raised 
by this proceeding. We are in no way 
here determining how far the Com- 
mission may constitutionally go nor 
assuming to say how far it should go, 
in performing its administrative du- 
ties, in relation to such use of the earth 
in connection with the problem of in- 
ductive interference. We are simply 
holding, with the trial court, that un- 
der the statute the Commission has 
full authority to deal with problems of 
service which include the problem of 
inductive interference, and that it has 
both the power and the duty to adopt 
and promulgate reasonable rules and 
regulations relative thereto. The 
Commission itself does not contend 
that its present general rules and reg- 
ulations which make reference, largely 
descriptive in character, to inductive 
interference, deal adequately with the 
subject. On the contrary, it was the 
view of the Commission that it was 
without power to adopt rules and reg- 
ulations dealing fully with that prob- 
lem. If the Commission had said that 
its present rules and regulations are 
as specific and go as far as it is prac- 
ticable to go, either from a scientific 
or a practical standpoint, for the pur- 
pose of preventing or minimizing in- 
ductive interference, a different situa- 
tion would be here presented. That, 
however is not the Commission’s po- 
sition. Its interpretation of the stat- 
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ute is that it is without power to adopt 
rules and regulations which fully meet 
the situation. In upholding the opin- 
ion of the trial court that the Commis- 
sion has not correctly interpreted its 
power under the statute, we are nei- 
ther expressing nor implying what sort 
of regulations should be adopted with 
reference to the subject, or otherwise 
assuming to determine its administra- 
tive action. 
The judgment is affirmed. 


WEDELL, J., concurs in the result. 


Harvey, J., concurring specially: I 
concur in the order affirming the judg- 
ment of the trial court, but I think the 
proceedings before the Corporation 
Commission are inaccurately sum- 
marized early in the opinion; also that 
it is inaccurate to say that the trial 
court remanded the case to the Com- 
mission with directions to promulgate 
reasonable rules, etc. Examining the 
record, it seems clear to me that no 
such directions were embodied in the 
judgment of the court. I am of the 
opinion also that the excerpt quoted 
from the opinion of the trial court 
embodied in a letter written to the at- 
torneys, which in fact was no part of 
the record, and from the order of the 
Corporation Commission, and from 
the judgment of the trial court, are 
not well selected nor well arranged to 
disclose clearly and fully what was 
done in this case. 

I agree with the construction given 
in the opinion to our statute (G. S. 
1935, § 66-183). The prudence of 
the provisions of this statute was for 
the legislature to determine, not for 
this court. The questions presented in 
this case were not before the court in 
State ex rel. Bartlett v. Weber (1912) 
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88 Kan 175, 127 Pac 536, 43 LRA 
(NS) 1033. 


Thiele, J., joins in this specially con- 
curring opinion. 


ALLEN, J., dissenting : 

1. In State ex rel. Bartlett v. Web. 
er, supra, this court held, as stated in 
the syllabus: 

“The transmission of an electric 
current by wire on a highway in order 
to furnish light, heat, and power to 
the inhabitants residing along such 
electric line is a legal and proper use 
of a highway. 

“A person may build and maintain 
such a line on a rural highway with- 
out having obtained a franchise or 
special license from any officer, provid- 
ing it is done in a way that will not 
seriously impede or endanger public 
travel or unnecessarily interfere with 
the reasonable use of the highway by 
other members of the public, and there 
is no invasion of the rights of the own- 
ers of abutting lands. 


“Tf such a line should be so built and 
maintained as to substantially inter- 
fere with the legal and proper use of 
the highway by others of the public, 
or if the appliances set up and used in 
the highway constituted a nuisance, 
the state, at the instance of the attor- 
ney general or county attorney, might 
maintain an action to enjoin the con- 
tinuance of the nuisance or the further 
illegal use of the highway.” 

In the opinion it was stated: “The 
highway belongs to the public, and all 
of the public is entitled to the use of 
it. However, every one must use it in 
a reasonable manner so as not to im- 
pede travel, transportation, or com- 
munication, or interfere with its rea- 
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sonable use by other citizens.” (88 
Kan at p. 181.) 

In the opinion it was further stated: 

“What is an unreasonable use of 
the highway, and whether the means 
and appliances employed by those us- 
ing it constitute an obstruction or nui- 
sance, is ordinarily a question of fact. 
All who use it must respect the rights 
of the public. The right of the public 
to the use of it is subject to reasonable 
and necessary limitations. Every use 
may affect others to some extent, but 
not every use which may cause some 
inconvenience to others can be regard- 
ed as a nuisance or an unreasonable 
use which would justify an action by 
the state to enjoin the use. Unless 
there is something more than a tech- 
nical obstruction, something which 
amounts to a substantial interference 
with the rights of others, there is no 
ground for an injunction. 


“According to the record presented 
here, there is no unreasonable inter fer- 
ence with the rights of any one on the 


highway in question. It appears that 
the line is being erected with the best 
of materials in the safest and most ap- 
proved manner and is being construct- 
ed so that it will not interfere with 
travel, transportation, or any other 
legitimate use of the highway. It may 
be that it would be the better policy 
for the legislature to regulate the 
building of such lines on rural high- 
ways and place the control of them in 
some public officer who would fix 
the conditions on which the line should 
be constructed and maintained; but, 
until such provision is made, any per- 
son may, without special permission, 
make a reasonable use of the highway 
to transmit electric currents upon 
wires for the purpose of furnishing 


to consumers light, heat, or power, 
providing it is done so as not to con- 
stitute a nuisance or interfere with the 
rights of other members of the pub- 
lic.” (88 Kan at p. 182.) 

The Weber Case was decided in 
1912. Sections 66-183 and 66-184 
were enacted in 1917, and incorporat- 
ed in the revision of the statutes in 
1923. Following the suggestions in 
the Weber Case the statute gave the 
Commission power to formulate rules 
to fix the conditions upon which lines 
should be constructed and maintained. 

But where in the statute is there a 
provision which gives the first utility 
that strings its wires on the highway a 
vested right in the earth beneath or 
in the circumambient air above? 
Where in the statute is there an intima- 
tion that the senior licensee by its pri- 
or occupancy is entitled to a monopo- 
ly? Where in the statute do we find a 
declaration that among competing util- 
ities, priority in time gives priority in 
right? 

Suppose the applications of the tele- 
phone company and the rural electric 
were filed on the same day. Suppose 
further, the plans and specifications of 
the telephone company called for a 
grounded system, and the plans and 
specifications of the rural electric 
called for equipment modern in all re- 
spects,—could the telephone company 
urge that the rural electric should ei- 
ther pay the amount necessary to mod- 
ernize the equipment of the telephone 
company, or failing to do so that it 
would be barred from the use of the 
highway? Few would so contend, 
but in the final analysis that is the po- 
sition of the telephone company. If 
prior occupancy gives the telephone 
company a vested right in the earth and 
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air, or a monopoly to use the highway, 
their contention must be sustained. 

In effect, the telephone company is 
asking the Commission to award it 
damages in the sum of $7,000. This 
contention is made although the Com- 
mission is without jurisdiction to 
award damages and neither a negli- 
gent nor willful invasion of its rights 
is either alleged or proved. As I read 
the record, the order of the Commis- 
sion was neither unreasonable nor un- 
lawful, and should be sustained. 

2. The wire-stringing rules of the 
Commission, relating to the construc- 
tion and maintenance of wire lines 
upon, along or across the public high- 
ways of the state, promulgated and 
known as Docket No. 1944, appear to 
cover the subject of inductive inter- 
ference. 

Rule 105 therein defines “electrical 
supply lines,” “communication lines,” 
“voltage,” “circuit,” “grounded,” “‘in- 
sulated,” “conductor,” and _ other 
terms, including the following: 

“S. Inductive Exposure means a 
situation of proximity between sup- 
ply and communication circuits under 
such conditions that inductive inter- 
ference must be considered. 

“T. Inductive Interference means 
an effect arising from the characteris- 
tics and inductive relations of supply 
and communication systems of such 
character and magnitude as would pre- 
vent the communication circuits from 
rendering service satisfactorily and 
economically if methods of inductive 
coordination were not applied. 

“U. Inductive Coérdination means 
the location, design, construction, op- 
eration, and maintenance of supply 
and communication systems in con- 
formity with harmoniously adjusted 
40 PUR(NS) 


methods which will prevent inductive 
interference.” 

Rule 201, provides: “Each utility 
operating a system of overhead com- 
munication or supply lines shall con. 
struct and maintain its system of lines 
in a reasonably safe condition. Such 
systems and all appurtenances thereof 
shall be constructed in conformity 
with good modern practice.” 

Rule 204, provides: 

“A. Utilization of the highways is 
essential to the economical and efficient 
extension, operation, and maintenance 
of supply and communication services, 
To avoid unduly increasing the num- 
ber or difficulty of situations of prox- 
imity incident to the use of the same 
highway by two or more different 
kinds of facilities, all lines should, in 
general, be located as follows: 

“3. <All supply and communication 
lines and other facilities covered by 
these rules shall be so located, con- 
structed and operated as not to con- 
tribute, now or later, to increasing the 
number or difficulty of crossings, con- 
flicts, or inductive exposures beyond 
those necessary for the rendering of 
the respective services.” (Italics in- 
serted. ) 

In the findings of the court appears 
the following: “Upon oral argument 
before the court, counsel for all par- 
ties interested in this appeal stated that 
the wire stringing rules promulgated 
by the State Corporation Commission, 
pursuant to the statute, and as dis- 
closed by Docket No. 1944 of the 
Commission, which the court has ex- 
amined, did not cover, and do not now 
cover ‘Inductive Interference’ but 
merely physical interference.” 

The following passage also appears 
in the findings of the court: “If the 
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parties to this appeal feel and contend to render such final judgment as it 
that the wire stringing rules promul- deems justice requires. 
gated by the Commission, Docket No. The rules adopted by the Commis- 
1944, do cover ‘Inductive Interfer- sion as required by our statute G. S. 
ence’ and that the Commission con- 1935, § 66-183, pertain not only to 
sidered they had the right to and did physical construction but to inductive 
prescribe rules and regulations con- codrdination. While these rules es- 
cerning ‘inductive interference,’ and _ tablish only general principles for the 
that they considered and exercised prevention and solution of inductive 
such rights in this case, then the court’s interference problems, is this court in 
conclusion that the order of the Com- a position to say the rules so promul- 
mission was unlawful will not be effec- gated are inadequate? From the tes- 
tive and the court rules that the order _ timony in the record it is clear that in- 
of the Commission is not unlawful if ductive interference depends upon so 
their rules and regulations cover ‘In- many factors that an attempt to form- 
ductive Interference.’ ” ulate in detail a set of inflexible rules 
It is clear, therefore, the rules set would appear to be impracticable. 
forth in Docket No. 1944 were con- It seems strange that we should 
sidered by the district court, as well as hold the order of the Commission un- 
by the Commission. lawful because the Commission failed 
What dispositon should be made of to formulate rules as to inducive in- 
the appeal? Under our statute G. S.__terference, when the rules above quot- 
1935, § 60-3317, this court is directed ed adequately cover that question. 





NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


Re John P. Fitzgerald 


Re John Le Claire et al. 


(262 App Div 393, 29 NY Supp(2d) 9.) 


Procedure, § 32 — Rehearing — Second application. 
1. Section 22 of the Public Service Law is not to be interpreted as con- 
templating but a single rehearing, p. 98. 
Certificates of convenience and necessity, § 137 — Disapproval of lease — Ruling 
as to unlawful operation. 
2. Commission disapproval of the lease of a certificate of convenience and 
necessity on the ground that the Commission is without jurisdiction to 
approve because the parties by their acts put it into effect without the 
Commission’s approval is erroneous where the lease provides for approval 
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by the Commission and distinctly states that performance thereunder ma 
not be commenced until such approval is secured, and where during 3 
trial period the proposed lessee was to operate not as lessee or agent but 
as an employee of the certificate holder, p. 98. 


Certificates of convenience and necessity, § 137 — Disapproval of lease — Ip. 


adequate grounds. 


3. Commission disapproval of a lease of a certificate of convenience and 
necessity for motor carrier operation is arbitrary and capricious where 
there is no proof to justify disapproval and it is not questioned that the 
proposed lessee can serve the public better under existing conditions than 
could the lessor, it appearing further that the Commission has approved 
leases in four identical cases and then on the same proof denied like relief 


for no reason whatever, p. 99. 


(Hit, P.J., dissents.) 
[July 2, 1941.] 


ROCEEDING to review determination of Commission denying 
Fite for approval of lease of certificates of convenience 
and necessity for motor carrier operation; determination 

annulled and matter remitted to Commission. 


APPEARANCES: A. Raymond Corn- 
wall, of Watertown, for petitioner ; 
Gay H. Brown, of Albany (Laurence 
J. Olmsted, of Syracuse, of Counsel), 
for Public Service Commission. 


HEFFERNAN, J.: This is a pro- 
ceeding under Art. 78 of the Civil 
Practice Act to review a determina- 
tion of the Public Service Commis- 
sion denying a joint petition of Cen- 
tral Greyhound Lines, Inc., herein- 
after referred to as Greyhound, and 
John P. Fitzgerald to approve a lease 
of four certificates of convenience 
and necessity from Greyhound to Fitz- 
gerald. 

In December, 1925, and March, 
1926, Greyhound’s predecessor in ti- 
tle acquired, with the approval of the 
Public Service Commission, together 
with a number of others not involved 
here, the four certificates of conven- 
ience and necessity which relate to bus 
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operations from Watertown to Gov- 
verneur ; Gouverneur to Canton; Can- 
ton to Malone; Malone to Pilatts- 
burgh. The certificates acquired by 
Greyhound were obtained from indi- 
vidual operators who drove their own 
busses in operating to and from the 
places covered by the certificates. 
From 1925 until January, 1937, 
Greyhound operated two heavy bus- 
ses, One seating twenty-nine and the 
other thirty-three passengers, over the 
routes embraced in the certificates. 
At the hearing before the Commis- 
sion, Greyhound’s comptroller testi- 
fied, and the testimony is not disputed, 
that the amount of travel through the 
territory did not justify the continued 
operation of the large type of busses 
that were being used by his company. 
He said the operating cost over the 
line was 24 cents per mile while the 
revenue was but 14.49 cents per mile, 
but with lighter equipment, such as 
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Fitzgerald planned to use, it would be 
possible to maintain the line at a prof- 
it to the operator. 

Greyhound devised a plan whereby 
it was proposed to lease a number of 
its certificates to certain of its bus op- 
erators, who resided on the routes in- 
volved. Accordingly it entered into 
agreements with four drivers to op- 
erate between Watertown and Sack- 
etts Harbor, between Watertown and 
Cape Vincent, between Watertown 
and Carthage, between Watertown 
and Clayton and Alexandria Bay. 
The Commission, in proceedings in- 
stituted for that purpose, gave its ap- 
proval to each of these agreements. 

On July 25, 1936, following the 
precedents thus established by the 
Commission, Greyhound entered into 
an identical agreement with petition- 
er Fitzgerald, one of its drivers, to 
operate over the route covered by the 
four certificates involved in the pro- 
ceeding before us. That agreement 
provided, among other things, that 
Fitzgerald was to receive all the reve- 
nue and pay all operating costs and 
that if the net revenue was not suffi- 
cient Greyhound was to assume the 
deficiency. The contract also provided 
that Fitzgerald should render to the 
traveling public the same service pro- 
vided by Greyhound, at rates of fare 
approved by the Public Service Com- 
mission, and that if he failed to do so 
Greyhound should have the right to 
cancel the agreement. 


After the making of this agreement, 
an application was made to the Com- 


mission for its approval. A public 
hearing followed at which hearing 
precisely the same testimony was giv- 
enas in the four preceding cases. Fitz- 
gerald did not appear personally nor 
[7] 


was he represented by counsel. Grey- 
hound appeared by an attorney. 
Greyhound’s comptroller testified 
at this hearing that if Fitzgerald 
failed to operate the busses his com- 
pany would definitely agree to do so. 
No one registered a protest against 
the transfer of the certificates and at 
the conclusion of the proof the hear- 
ing Commissioner wrote a memoran- 
dum in which he recommended the 
approval of the lease as being in the 
public interests. In his memorandum 
the Commissioner said: “The order, 
however, should contain a condition 
that our approval may at any time be 
abrogated if it appears that the lessor 
is failing to provide a reasonable and 
adequate transportation service.” 


Certainly it is difficult to imagine 
how the public interest could be better 
served. Notwithstanding the four 
precedents already established and de- 
spite the recommendation of the hear- 
ing Commissioner and the safeguard 
suggested by him, the Commission, by 
a vote of three to two, denied the ap- 
plication in the following memoran- 
dum written by its chairman: “No. 
The Commission once approved the 
transfer of these certificates from in- 
dividual and personal operators to the 
Greyhound Company, on the ground 
that it was in the public interest to 
have these certificates operated by a 
large and strong company. The com- 
pany now asks to lease these certifi- 
cates to an individual operator on the 
ground that the individual operator 
could operate small busses much more 
fitted to local conditions than the large 
busses of the Greyhound. The Grey- 
hound is said to be a large and strong 
company; it can operate those busses 
just as well, if not better than the in- 
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dividual operator, and I see nothing 
in the public interest which would jus- 
tify the lease to these individual oper- 
ators and thus reverse what has al- 
ready been done.” 

After the announcement of the de- 
cision Fitzgerald applied for a rehear- 
ing. This petition was referred by 
the Commission, not to one of its 
members, but to a hearing examiner. 
At the rehearing Fitzgerald testified 
that relying on the Commission’s de- 
cision in the preceding cases he in- 
curred obligations of more than $10,- 
000 in preparation for the operation 
of the route. He also testified while 
operating under the arrangement with 
Greyhound he did so at a profit. He 
showed that he was a competent op- 
erator with all necessary equipment 
and that while Greyhound conducted 
an unprofitable operation he had con- 
ducted a profitable one. 

Notwithstanding favorable and un- 
contradicted evidence the hearing ex- 
aminer reported that the order disap- 
proving the lease should be affirmed, 
and subsequently the Commission 
made such an order with the same di- 
vision in the vote of its members. 

The examiner’s report is illuminat- 
ing. He disregarded the chairman’s 
reason for disapproving the lease and 
adopted a new theory. In substance 
he said that although the local authori- 
ties had consented to the lease they 
had done no more than grant permis- 
sive authority, and that there was no 
evidence that they preferred to have 
Fitzgerald operate the route rather 
than Greyhound. He also said that 
there was no evidence to show that 
conditions had changed since Grey- 
hound acquired the certificates and 
40 PUR(NS) 


that the other four cases were not 
precedents. 

Without analyzing the report in de. 
tail suffice it to say that it is made up 
entirely of inaccuracies, conclusions, 
and new matter which Fitzgerald had 
no opportunity to meet or explain. 

Fitzgerald petitioned for a rehear. 
ing to demonstrate that the examin. 
er’s report was erroneous and to show 
that leading citizens in the municipali- 
ties affected desired the approval of 
the lease and also that conditions had 
changed since Greyhound acquired 
the consents. 

The order of the Commission af- 
firming the previous order was made 
on June 22, 1938, and served on July 
5, 1938. The petition for a second 
rehearing was filed on July 28, 1938, 
within thirty days from the date of 
service of the order of affirmance. 
The Public Service Law, § 22, pro- 


vides that application for a rehearing 
must be made within thirty days after 
the service of such order. 


The petition for the second rehear- 
ing was rejected on the ground that it 
was not filed within the time required 
by law and upon the further ground 
that the testimony which it was de- 
sired to offer was immaterial. 

This proceeding was then insti- 
tuted. 

[1] We do not agree with the 
Commission’s interpretation of § 22 
of the Public Service Law that but a 
single rehearing is contemplated by 
the statute. That question, however, 
is not of decisive importance here. 

[2] In the proceeding before us we 
are faced with two decisions to the 
same effect, one based upon the memo- 
randum of the chairman of the Com- 
mission and the other upon that of 
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one of its examiner’s reports. While 
both conclude that the lease should 
not be approved in the public interest, 
each assigns different reasons for the 
conclusions. The chairman’s memo- 
randum is quoted and we have dis- 
cussed the report in sufficient detail to 
disclose its contents. Neither memo- 
randum nor report furnishes either 
reason or logic to sustain the determi- 
nation of the Commission. 

In the Commission’s brief it is as- 
serted that it is without jurisdiction 
to approve the lease because the par- 
ties thereto by their acts put it into 
effect without the Commission’s ap- 
proval. That argument is refuted by 
the proof. The lease for which ap- 
proval is sought provides for approv- 
al by the Commission and distinctly 
states that performance thereunder 
may not be commenced until such ap- 
proval is secured. The lease itself, in 
so many words, states that it shall not 
be effective until approved by the Com- 
mission. During the trial period 
Fitzgerald was to operate the line not 
as lessee or agent but as an employee 
of Greyhound. 

[8] The record contains ample 
evidence of all the essential facts for 


approval of the lease. There is no 
proof whatever to justify disapproval. 
It is not questioned that Fitzgerald 
can serve the public better under ex- 
isting conditions than could Grey- 
hound. 

The finding of the Commission dis- 
approving the lease is without evi- 
dence to sustain it. The action of the 
Commission clearly is arbitrary and 
capricious. It approved leases in four 
identical cases and then on the same 
proof denied Fitzgerald like relief for 
no reason whatever. The reason as- 
signed by the chairman of the board 
for withholding approval of the lease 
on the ground that such approval 
would reverse a ruling made many 
years ago is frivolous. 

The determination should be an- 
nulled with $50 costs and disburse- 
ments and the matter remitted to the 
Commission. 

Determination annulled with $50 
costs and disbursements and the mat- 
ter remitted to the Commission. 


Crapser, Bliss, and Schenck, JJ., 
concur. 


Hill, P. J., dissents. 
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Re Revision of Service Rules for 
Electric Utilities 


‘ 


[2-U-911.] 


Service, § 67 — Jurisdiction of Commission — Rules and regulations — Statutory 


authority. 


1. The Commission has jurisdiction to prescribe general rules and regula- 
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tions with respect to such subjects as denial of service, inspection of Th 
structures and equipment, obligations of utilities upon relocation of poles, from 
obligations upon changing type of service, provisions covering guaranties modif 
and deposits to assure payment of bills, requirements as to billing custom. 
ers, and provisions for location of meters, although these are not included rules, 
among the subjects for which specific authority to prescribe general rules scribit 
and regulations is granted by statute, p. 102. must 
perm 


deemi 
and t 
currel 
it wa 
revisi 
muni 
8, 19 
dent | 
Service, § 124 — Reasonably adequate service and facilities. ciatio 
Discussion by Wisconsin Commission of the meaning of the statutory Th 
requirement that every public utility furnish reasonably adequate service 
and facilities, with a consideration of changes of standards, continuity of buccal 
supply, interruptions of service, interference with such other operations vatel} 
as those of electric railroad signals and services rendered by communica- with 
tion systems, and adequacy of plant, p. 104. prepa 


[July 29, 1941.] regul 
Com: 


Commissions, § 17 — Jurisdiction — Statutory limitations. 


2. The rule that the powers of the Commission must be found within 
the four corners of the statute creating it does not require that the regu- 
latory act must be given such narrow construction as to preclude the exer- 
cise of any power which is not literally and expressly enumerated in the 
statute, but the statute is entitled to a liberal construction in the light of 
its entire plan and purpose, and within its four corners are included not 
only those powers which are expressly defined but also those which are 
raised by necessary implication, p. 102. 


— upon motion of Commission for purpose of 
considering a revision and codification of existing orders, Tt 


rules, regulations, and practices pertaining to furnishing of elec- E. J. 
tric service by public utilities; rules and regulations established, Ligh 
‘ mem 

time 

H. 7. berg, 

Mille 
consi 
Geor 
the | 
pany 
the | 


pany 


missioners 
Ferguson. 


By the Commission: This pro- 
ceeding was instituted upon motion of 
the Commission for the purpose of 
considering a revision and codifica- 
tion of the existing orders, rules, regu- 
lations, and practices of the Commis- 
sion pertaining to the furnishing of 
electric service by public utilities. 

The notice of investigation was is- 


and Examiner 


History of the Proceeding 


Electric service rules have been 
promulgated by orders of the Com- 
mission on July 24, 1908, in U-21, 2 
Wis RCR 632, on August 9, 1913, in 


sued on January 16, 1940, but in its 
informal stages the investigation had 
been under way for several years 
previously. 

Pursuant to notices duly given, 
hearings were held on March 20 and 
21, May 8, and June 11, 12, and 13, 
1940, at Madison hefore the Com- 


U-233, 12 Wis RCR 418, and on Oc- 
tober 31, 1918, in U-960, 22 Wis 
RCR 87. These orders covered both 
gas and electric service but the gas 
service rules were subsequently re- 
vised and are now codified by order 
of August 3, 1934, in 2-U-594, 7 
Wis PSC 91. 
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RE REVISION OF SERVICE RULES FOR ELECTRIC UTILITIES 


The Commission having received 
from various utilities requests for 
modification and changes in existing 
rules, particularly in the rules pre- 
scribing the intervals at which meters 
must be tested and those prescribing 
permissible variations in voltage, and 
deeming that in view of such requests 
and the status of the orders and the 
current practices of the Commission 
it was desirable to consider a general 
revision thereof, addressed a com- 
munication to that effect on October 
8, 1935, to Mr. G. V. Rork as presi- 
dent of the Wisconsin Utilities Asso- 
ciation. 

Thereupon a working committee 
was appointed on behalf of the pri- 
vately owned utilities to collaborate 
with the Commission’s staff in the 
preparation of proposed rules and 
regulations for submission to the 
Commission. 


This committee was composed of 
E. J. Kallevang, Wisconsin Power and 
Light Company, as chairman, and 
membership which was changed from 
time to time to include E. J. Stein- 
berg, C. D. Brown, F. A. Coffin, J. E. 
Miller, and L. M. LaPorte of the Wis- 


consin Electric Power Company; 
George Wagner and T. A. Brown of 
the Madison Gas and Electric Com- 
pany; C. P. Stahl and B. E. Miller of 
the Wisconsin Power and Light Com- 
pany; A. J. Goedjen and J. A. Sar- 
gent of the Wisconsin Public Service 
Corporation; M. Gorrow and R. Wil- 
liams of the Wisconsin Michigan 
Power Company; E. H. Finkelnburg 
of the Mississippi Valley Public Serv- 
ice Company; E. H. Cotton, M. B. 
Monsen, and A. F. Kaulfuss of the 
Northern States Power Company; F. 
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A. Robbins of the Superior Water 
Light and Power Company; J. O. 
Forss of the Lake Superior District 
Power Company; F. T. Finney and R. 
Christensen of the Wisconsin Hydro 
Electric Company; D. G. Evans and 
P. J. Bardeen of the Wisconsin Gas 
and Electric Company. The meet- 
ings were not restricted to the mem- 
bers of the committee. 

The Commission also notified the 
municipal utilities and the various 
meetings were attended by one or more 
of the following: E. S. Cary of Ev- 
ansville, Martin Lyon of Clintonville, 
Blaine Page of Shawano, John Jed- 
wabny of Menasha, Neal Thayer of 
Elkhorn, C. A. Dahle of Stoughton, 
and W. C. Staeffler of Manitowoc. 

Several drafts of rules were pre- 
pared and became the subject of con- 
ferences and correspondence between 
the committee, other representatives 
and the staff. Such conferences were 
held on May 23, 1939, June 5, 1939, 
and November 3, 1939. These nego- 
tiations resulted in a draft of rules, 
prepared and recommended by the 
staff, which contained provisions re- 
flecting compromises of differences in 
opinion not only between the views of 
the utilities and those of the staff, but 
also between those of the utilities 
themselves. This draft was presented 
at the hearings by the staff as its pro- 
posal. The utilities during the course 
of the hearings countered with a draft 
of their own which was acceptable 
generally to them but with some in- 
dividual dissent in respect to certain 
provisions. 

After the close of the testimony the 
staff was directed to prepare and sub- 
mit a report of its recommendations 

40 PUR(NS) 





WISCONSIN PUBLIC SERVICE COMMISSION 


and on November 12, 1940, such re- 
port was submitted by R. E. Puruck- 
er, G. P. Steinmetz, H. J. O’Leary, 
and P. H. Porter. To this report ex- 
ceptions were taken by the utilities and 
briefs both in support thereof and in 
reply were filed and an oral argument 
held before the full Commission on 
March 28, 1941. 

Argument was presented by the fol- 
lowing counsel: Chauncey E. Blake, 
William Ryan, F. H. Prosser, Robert 
Rieser, Bert Vandervelde, John M. 
Campbell, and Philip H. Porter. 

At the argument it was agreed by 
all parties represented that conferences 
should be arranged between counsel 
for the Commission and for the re- 
spondents in an effort to reconcile fur- 
ther their differences. It is now re- 
ported to the Commission that sub- 
stantial agreement has been reached 
by all parties as to the form and con- 
tent of the rules to be prescribed ; the 
differences of opinion which still re- 
main involve principally choice of ex- 
.pression rather than substance and are 
of minor importance. 

The respondents, or some of them 
at least, in acceding to the inclusion of 
various provisions nevertheless ad- 
here to their position taken through- 
out the proceeding that the Commis- 
sion is without statutory authority to 
prescribe any rules covering the sub- 
ject matter of these provisions. As 
we understand the position of these 
respondents, it is that the rules as 
have been redrafted, pursuant to the 
conferences held, are not unreason- 
able but that some of them are beyond 
the powers of the Commission. 


Jurisdiction of the Commission 


[1, 2] These respondents argue 


40 PUR(NS) 


that since the Commission is a crea- 
ture of statute and its jurisdiction 
therefore must be found within the 
four corners of the statute creating it, 
and since the statute empowers the 
Commission to prescribe general rules 
and regulations in respect to specifical- 
ly mentioned subjects, the Commission 
is without power to promulgate gener- 
al rules and regulations with respect 
to other subjects. The subjects for 
which specific authority to prescribe 
general rules and regulations is grant- 
ed by the statute include the follow- 
ing: inspections, audits, tests, and 
investigations (§ 196.02(3)); uni- 
form accounts (§ 196.06) ; construc- 
tion accounts (§ 196.10); the meas- 
urement of quality, pressure, initial 
voltage, and other conditions of the 
service rendered (§ 196.16(1)); ac- 
curacy of meters and measuring ap- 
pliances (§ 196.16(2)) ; examination 
and testing of meters (§ 196.17); 
construction or installation of new fa- 
cilities (§ 196.49); temporary alter- 
ation or suspensions of rates 
(§ 196.70); and safety of construc- 
tion and operation (§ 196.74). 

The respondents argue that nowhere 
in the statutes is the Commission em- 


_powered to prescribe general rules 


and regulations with respect to such 
subjects as the refusal or discontinu- 
ance of service covered by Rule ? of 
the rules herein prescribed, the inspec- 
tion of structures and equipment 
(Rule 3), the obligations of utilities 
upon relocation of poles (Rule 5), or 
obligations upon changing the type of 
service (Rule 9), provisions covering 
guaranties and deposits to assure the 
payment of customer’s bills (Rule 
12), requirements as to billing custom- 


102 





RE REVISION OF SERVICE RULES FOR ELECTRIC UTILITIES 


ers (Rule 15), and provisions for the 
location of meters (Rule 37). 

We are of the opinion that the con- 
struction of the statutes urged by the 
respondents as to our powers to pro- 
mulgate reasonable and necessary rules 
is far too narrow and restricted. 

Section 196.02(1) provides: 

“The Commission is vested with 
power and jurisdiction to supervise 
and regulate every public utility in this 
state, and to do all things necessary 
and convenient in the exercise of such 
power and jurisdiction.” 

The construction urged upon us by 
the respondents would emasculate, if 
not indeed nullify, this provision 
which in Calumet Service Co. v. Chil- 
ton (1912) 148 Wis 334, 135 NW 
131, was described by the supreme 
court at page 364 as “giving the Com- 
mission the broadest of legitimate 
powers in that regard so as to enable 
it to supply all details of administra- 
tive work.” In that case also the court 
stated, at page 367: “The law must 
be given a_reasonable,—sensible,— 
construction, at all points, to the end 
that the legislative intent shall not fail, 
instead of looking with favor upon 
technical assaults upon it.” 

The undeniable rule that the pow- 
ers of the Commission must be found 
within the four corners of the statute 
creating it does not require that the 
regulatory act must be given such 
narrow construction as to preclude the 
exercise of any power which is not lit- 
erally and expressly enumerated in the 
statute. The statute is entitled to a 
liberal construction in the light of its 
entire plan and purpose and within its 
four corners are included not only 
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those powers which are expressly de- 
fined but also those which are raised 
by necessary implication. 

Thus, the supreme court in the 
Cab Curtain Cases (1925) 188 Wis 
232, 205 NW 932, held that the Com- 
mission had power to prescribe rules 
and regulations laying down the mini- 
mum requirements for locomotive 
cab curtains which power was con- 
ferred by implication of § 192.80, 
Statutes 1923, as created by Chap. 
139, Laws of 1923, by which railroads 
were required to enclose locomotive 
cabs efficiently with curtains in ac- 
cordance with plans and specifications 
to be submitted to and approved by 
the Commission and requiring the 
Commission to enforce the provisions 
of the act. 

Several rules contained in the origi- 
nal draft have been eliminated as be- 
ing in the opinion of Commission’s 
counsel beyond the powers of the Com- 
mission to prescribe. Others also 
have been dropped in the process of 
negotiation. As to the remaining 
rules, which are set forth in the ap- 
pendix, we are of the opinion that they 
are within the power of the Commis- 
sion to prescribe and we so hold. 

The previous drafts presented the 
difficult and troublesome question as 
to whether the rules of the various 
utilities which are filed by them with 
the Commission as a part of their rate 
schedules may be required to be ap- 
proved by the Commission before tak- 
ing effect. The question was fully 
argued by the parties, but the rules as 
now drawn and prescribed herein do 
not require a determination of that 
issue, 
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Reasonably Adequate Service and 
Facilities 

The statutes require every public 
utility “to furnish reasonable adequate 
service and facilities.” In the drafts 
of rules originally submitted by the 
staff an attempt was made by rule to 
define more particularly what consti- 
tutes “reasonably adequate service and 
facilities.” Upon objection that the 
terms of such rules were still indefi- 
nite and incapable of exact expression 
and that they represented an attempt 
at legislation by the Commission they 
were eliminated. It may be helpful to 
many, however, to have a statement 
of the views of the Commission as to 
the requirements generally of the stat- 
utory standards even though such 
views may be entertained and ex- 
pressed only without prejudice to a de- 
termination of the reasonableness of 


any particular service or facilities in 


any case where the 
brought into issue. 
As is almost invariably the case in 
. all business and industries standards 
change with improvements, develop- 
ment, and evolution of methods and 
practice. In many respects reasonable 
standards of electric service of twen- 
ty years ago are far from adequate 
today. As an industry grows certain 
general practices become adopted and 
accepted generally by the industry as 
constituting a standard practice inci- 
dent to good and efficient management 
and operation. While these practices 
change from time to time with the 
progress of the art they are neverthe- 
less well recognized currently in the 
industry, and the term “accepted good 
practice’ though having no fixed 
meaning for the future does never- 
theless frequently have a definite and 
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same may be 


ascertainable meaning as of any giy- 
en time. 

Under normal and ordinary circum- 
stances reasonably adequate electric 
service embraces a reasonably contin- 
uous supply of energy accurately 
measured and furnished upon terms 
and under conditions which are rea- 
sonable and fair as between the locali- 
ties and customers served and the vari- 
ous classes of service furnished. The 
energy should have such characteris- 
tics as make possible efficient and eco- 
nomical use of standard equipment, 
appliances, and devices by customers. 

It is recognized, of course, that in- 
terruptions of service cannot always 
be avoided but it is the duty of the 
utility to take all reasonable precau- 
tions against them and when interrup- 
tions do occur to reéstablish service 
as promptly as is possible and consist- 
ent with safe practices and operation. 
There are many occasions when serv- 
ice interruptions may be foreseen as, 
for example, when they are occasioned 
by repair, maintenance, or replace- 
ment work on the utility’s lines or 
equipment. In such cases the utility 
owes it to its customers to interrupt 
the service at a time which will cause 
the least inconvenience or injury, so 
far as the same may be reasonably and 
safely accomplished; and those cus- 
tomers who are seriously affected 
should be notified, when possible, suf- 
ficiently in advance of such interrup- 
tions to give them an opportunity to 
minimize their inconvenience and 
damage. 

The furnishing of electric service 
frequently interferes with or creates 
undesirable effects upon such other 
operations as those of electric railroad 
signals and services rendered by tele- 
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graph, telephone, and other communi- 
cation systems, whether operated by 
public utilities or private agencies. 
The provision of reasonably adequate 
electric service contemplates a service 
supplied with due regard to such serv- 
ices and facilities of others, when fur- 
nished by standard facilities under 
standard maintenance and operation. 

The requirement of reasonably ade- 
quate facilities embraces usually a pub- 
lic utility plant which, when main- 
tained and operated properly in ac- 
cordance with standard practices, is 
adequate to enable the public utility to 
render the reasonably adequate serv- 
ice required of it, with freedom from 
service interruptions so far as reason- 
ably possible to attain, with uniform- 
ity in grade of service, and with safe- 
ty to persons and property. The plant 
should have a generating capacity or 
source of supply sufficient to meet all 
normal demands as well as such de- 
mands for emergencies as may reason- 
ably be anticipated. The transmis- 
sion and distribution system should 
be such as to make possible the supply 
of energy at standard voltages within 
the permissible variations thereof. 


Reservation of Jurisdiction for 


Specific Cases 


The ultimate end of public utility 
regulation essentially is to assure the 
rendition of reasonably adequate pub- 
lic utility service at reasonable rates 
of charge therefor. One of the essen- 
tial purposes of rules, such as are pre- 
scribed by the order herein, is to pro- 
vide workable criteria by which rea- 
sonably adequate service may readily 
be determined. As is true in most 
cases general standards designed for 
application alike to varying facts and 
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circumstances cannot be reasonably 
applied with rigid inflexibility. A 
standard which may prove to be wholly 
reasonable for the majority may well 
prove to be unduly exacting for some 
and unduly lenient for others. Such 
exceptions must be judged by all of the 
special facts and circumstances sur- 
rounding the services and operations 
of the particular public utility involved. 
The rules have been designed generally 
to define minimum standards only and 
as such will lay down no unreasonable 
requirement of utilities under normal 
circumstances now surrounding the 
provision of public utility electric 
service within the state. In order, 
however, that extraordinary situations 
may appropriately be dealt with the 
order should and will provide for re- 
lief by special order from operation of 
the rules or for the application of a 
higher standard when in either case 
investigation and review of specific 
situations indicates that the facts and 
circumstances so require or warrant. 
Finding 
The Commission finds: 
» That observance of the rules and 
regulations set forth in the appendix 
hereto by public utilities, both private- 
ly and municipally owned and operat- 
ed, furnishing electric energy and 
service within this state is necessary 
for the furnishing of reasonably ade- 
quate electric service and facilities; 
and that the prescription of such rules 
and regulations by the Commission is 
reasonable and necessary for the ef- 
fective administration and enforce- 
ment of the provisions of Chap. 196, 
statutes, and other laws relating to the 
regulation of such public utilities. 
[Order and appendix omitted. ] 
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OREGON SUPREME COURT 


D. E. Warren et al. Doing Business As 
City Transfer & Storage Company 


Ormond R. Bean 


(— Or —, 115 P(2d) 167.) 


Monopoly and competition, § 62 — Motor carriers — Refusal of certificate. 
1. The Commission had the statutory duty to deny a common carrier 
certificate where the evidence showed that the applicants were not finan- 
cially responsible and were not adequately equipped to perform the pro- 
posed service and that their operation would be contrary to the public 
interest and would impair the ability of existing carriers to serve the 
public adequately, p. 109. 


Monopoly and competition, § 62 — Motor carriers — Adequacy of existing service. 
2. The Commission’s refusal to issue a common carrier certificate was 
not unlawful as tending to create a monopoly where the evidence showed 
that there were numerous existing carriers serving the area to be affected 
either at a very small profit or at a loss, p. 109. 


Certificates of convenience and necessity, § 3 — Powers of courts — Grant or 
denial of certificate. 
3. Courts have no jurisdiction to determine whether or not a certificate 
shall be granted, since that is an administrative question, p. 111. 
Appeal and review, § 37 — Denial of certificate — Conclusiveness of Commis- 
sion action. 
4. A Commission order refusing to grant a common carrier certificate is 
conclusive upon the courts where it is not shown by clear and satisfactory 
evidence that the order is not supported by substantial evidence or that it 
is unreasonable, unlawful, or unjustly discriminatory, p. 111. 
Appeal and review, § 37 — Denial of certificate — Conclusiveness of Commission 
action. 
5. The court has no authority to substitute its judgment for that of the 
Commission, upon appeal from an order refusing to issue a certificate, 
where there has been a fair hearing before the Commission, where there 
is evidence to support the Commission’s finding, and where there has 
been no denial of due process of law, p. 111. 


[July 8, 1941.] 


PPEAL from judgment setting aside Commission order and 
L \ directing Commission to issue certificate; reversed and 
remanded. 
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APPEARANCES: Alvin A. Kurtz, 
of Salem (I. H. Van Winkle, Attor- 
ney General, Willis S. Moore, Assist- 
ant Attorney General, and Eugene E. 
Laird, of Myrtle Point, on the brief), 
for appellant; Willis West, of Port- 
land (Allison Moulton, of Medford, 
on the brief), for respondents. 


RAND, J.: The plaintiffs, a copart- 
nership doing business in Medford, 
Oregon, under the name of City 
Transfer & Storage Company, ap- 
plied to the Public Utilities Commis- 
sioner of Oregon for a permit to oper- 
ate motor vehicles as a common car- 
rier in the transportation of property 
anywhere for hire in the state of Ore- 
gon. A hearing thereon before the 
Commissioner was then had and, from 
the evidence produced on said hear- 
ing, the Commissioner, among other 
things, found: 

“That the evidence reveals that 
there are many common and contract 
carriers now operating in the territory 
proposed to be served by applicant who 
are now and have been operating at 
a small profit or a loss, and if addi- 
tional transportation business is lost 
by them it would seriously impair their 
ability to adequately serve the public. 

“From the foregoing the Commis- 
sioner finds and concludes that the 
granting of application herein and is- 
suance of permit to applicant will re- 
sult in the impairment of the ability 
of existing operators to adequately 
serve the public, and, therefore, the 
application should be denied. 

“Based on the foregoing findings 
and conclusions and the Commission- 
er now being fully advised in the 
premises : 

“It is therefore ordered that the ap- 
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plication of D. E. Warren and A. Mc- 
Clanahan dba City Transfer & Stor- 
age Company, Medford, Oregon, for 
permit to operate as a common motor 
carrier of property anywhere for hire 
in Oregon, be and it hereby is denied.” 

On motion of the plaintiffs, a re- 
hearing was had and other evidence 
taken and, from the record then be- 
fore him and the evidence offered up- 
on the two hearings, the Commission- 
er made additional findings which, so 
far as material, are as follows: 

“1. That adequate transportation 
service is now being rendered beyond 
a 3-mile distance from the city lim- 
its of Medford and that the grant- 
ing of permit applied for, as amend- 
ed by applicants, will result in the im- 
pairment of the ability of existing op- 
erators to adequately serve the public; 

“2. That the granting of permit re- 
stricted to transportation within three 
miles of the city limits of Medford, as 
rendered by the applicants prior to 
June 14, 1939, will not result in the 
impairment of the ability of existing 
operators to adequately serve the pub- 
lic; 

“3. That the operation as proposed 
beyond 3 miles of the city limits 
of Medford is contrary to the public 
interest but that the operation re- 
stricted within said territory of 3 miles 
from the city limits of Medford is not 
contrary to the public interest; .. . .” 

Based on these later findings, the 
plaintiffs were granted a permit to op- 
erate beyond the city limits of Med- 
ford for a distance of 3 miles only 
and, in all other respects, their appli- 
cation was denied. Being dissatisfied 
therewith, the plaintiffs refused to ac- 
cept the permit and brought suit in the 
circuit court for Jackson county to set 
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aside the order of the Commissioner 
and prayed for a decree commanding 
him to issue a permit in accordance 
with their application. Additional 
testimony was then taken before the 
court and submitted to the Commis- 
sioner and, after a consideration there- 
of, the Commissioner made additional 
findings and stated the grounds for 
refusing to issue the permit as follows: 

“It is the plain policy of the state 
to protect motor vehicle carriers for 
hire in territory already covered by 
them from ruinous competition, sub- 
ject, of course, to the paramount in- 
terest of the public. 

“That the granting of plaintiffs’ 
application in the territory for which 
permit is requested will result in the 
impairment of the ability of the ex- 
isting operators therein to adequately 
serve the public, that plaintiffs are not 
able or adequately equipped to per- 
form the service proposed; that the 
operation proposed is contrary to the 
general welfare and public interest; 
that plaintiffs are not capable of con- 
ducting transportation service con- 
templated in compliance with the law 
and have been an habitual and an in- 
tentional violator of the law, which is 
detrimental to the guaranteeing, as far 
as possible, a wholesome policy in the 
transportation business in the terri- 
tory sought to be served.” 

The whole matter was again sub- 
mitted to the court for its considera- 
tion and, from the evidence, the court 
found, among other things, as fol- 
lows: 

“1. That the findings and conclu- 
sions denying to the plaintiffs a per- 
mit to operate as a common carrier by 
motor vehicle in the transportation of 
property anywhere for hire in the state 


of Oregon, restricted to service with- 
in, to and from a 50-road mile radius 
of Medford, Oregon, with no restric- 
tions on the transportation of house- 
hold goods and heavy machinery, are 
not supported by the law and the evi- 
dence. 

“2. That said P.U.C. Oregon Or- 
der No. 7229 is void and should be 
declared vacated and set aside. 

“3. That the granting of plaintiffs’ 
application in the territory for which 
permit is requested will not result in 
the impairment of the ability of ex- 
isting operators therein to adequately 
serve the public. 

“4. That plaintiffs are able and 
adequately equipped to perform the 
service proposed. nm 

Based thereon, a decree was entered 
which set aside the Commissioner’s 
order and directed him “to immediate- 
ly issue to the plaintiffs herein, a per- 
mit to operate as a common carrier by 
motor vehicle in the transportation of 
property anywhere for hire in the 
state of Oregon, restricted to service 
within, to and from a 50-road mile 
radius of Medford, Oregon, with no 
restrictions on the movement of house- 
hold goods and heavy machinery.” 
From this decree, the Commissioner 
has appealed. 

The proceedings before the Com- 
missioner and the court are purely 
statutory and are controlled by the 
provisions of the motor transporta- 
tion act of this state. §§ 115-501 to 
115-537, O.C.L.A. Section 115-511 
confers upon the Commissioner the 
power to issue permits for the opera- 
tion intrastate of motor vehicles by 
common carriers and prescribes the 
standards and rules which the Com- 
missioner is to follow in the issuance 
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of permits. It provides that: “. 

The issuance of permits to common 
carriers who do not now own and 
hold permits as motor carriers under 
existing law shall, except as herein- 
after provided, be made only after 
hearing had and showing made as 
required by the following subdivision 
2 of this section — 

The plaintiffs neither owned nor 
held permits as motor carriers under 
existing law at the time they made 
said application and, hence, would not 
come within the exception. Subdivi- 
sion (2), so far as material to this 
controversy, provides: 

” Except where the appli- 
cant is a contract hauler as the term 
is defined by existing law and who 
operated as a contract hauler in 1934, 
the Commissioner shall investigate the 
application and if the proposed opera- 
tion is competitive with existing car- 
riers and/or there is protest against 
the granting of permit, shall fix a 
time and place for a hearing there- 
on. 


“If the Commissioner finds from 
the record and the evidence that: 

“(a) The applicant, if an intra- 
state operator, is financially responsi- 
ble and adequately equipped to per- 
form the service proposed ; 

“(c) That the operation proposed 
is not contrary to the public interest; 


“(e) That the granting of a per- 
mit will not result in the impairment 
of the ability of existing operators to 
adequately serve the public . . .”, 
then he shall grant the permit, other- 
wise not. 

[1] The plaintiffs were not con- 
tract haulers when they made their 
application, nor had they been engaged 
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as such in 1934, Hence, under the 
plain provisions of this statute, it was 
the imperative duty of the Commis- 
sioner to refuse to issue a permit to 
the plaintiffs to operate as common 
carriers in intrastate transportation 
of property when he found, from the 
evidence offered on these hearings, 
that the plaintiffs were not financially 
responsible and were not adequately 
equipped to perform the service and 
that their operation would be contrary 
to the public interest and would result 
in the impairment of the ability of 
those already engaged in that business 
to adequately serve the public. The 
obvious purpose of the statute requir- 
ing the Commissioner to find that the 
applicant possessed such qualifications 
before issuing a permit to such appli- 
cant was to avoid unnecessary dupli- 
cation of equipment and to prevent 
ruinous competition between persons 
engaged in the business of intrastate 
motor common carriers. 

[2] It is contended, however, that, 
because of the provisions of § 115- 
504, O.C.L.A., the Commissioner’s 
refusal to issue a permit to the plain- 
tiffs was unlawful in that it tended to 
create a monopoly. That statute pro- 
vides : 

“The business of operating as a 
motor carrier of persons or property 
for hire upon the highways of this 
state is declared to be a business af- 
fected with the public interest, and 
that it is contrary to public policy and 
public interest that monopoly or mo- 
nopolistic practices in motor transpor- 
tation be permitted. The rapid in- 
crease of motor carrier traffic, and the 
fact that under existing law many 
motor trucks, trailers, and busses are 
not effectively regulated, have in- 
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creased the dangers and hazards on 
public highways and make it impera- 
tive that more stringent regulations 
should be employed, to the end that the 
highways may be rendered safer for 
the use of the general public; that the 
wear of such highways may be re- 
duced; that minimum of inconven- 
ience to other users of the highways 
may be effected; that minimum hin- 
drance and stoppage to other users of 
the highways compatible with the 
needs of the public for adequate trans- 
portation service, may be effected; 
that the highways may be safeguard- 
ed from improper or unnecessary us- 
age; that operation by irresponsible 
persons or any other operation threat- 
ening the safety of the public or detri- 
mental to the general welfare be pre- 
vented; that discrimination in rates 
charged may be eliminated; that con- 
gestion of traffic on the highways may 
be minimized; that the various trans- 
portation agencies of the state may be 
adjusted and correlated so that pub- 
lic highways may serve the best inter- 
-est of the general public; that it is 
necessary that statutes be passed to 
provide a method of assessing privi- 
lege taxes to enable the further con- 
struction of highways and to provide 
for the operation, preservation, and 
maintenance of highways already built, 
and the legislature hereby declares that 
to effect the foregoing ends and pur- 
poses this statute is adopted; provid- 
er, however, that nothing in this act 
shall be construed as requiring or au- 
thorizing a compliance with, or an 
application of, any law or rule with 
respect to a certificate of public con- 
venience and necessity as a condition 
to the granting of any permit author- 
ized by this act.” 


It appears from the evidence offered 
at said hearings that there were 
many intrastate motor common car- 
riers engaged in the transportation of 
property who were operating at the 
time either at a very small profit or at 
a loss. Under such circumstances, it 
is unreasonable to contend that the 
refusal of the Commissioner to issue 
a permit to the plaintiffs to engage in 
that business either created or tended 
to create a monopoly, or that, by rea- 
son of the public policy declared in 
that section, a permit should have been 
granted to the plaintiffs, thereby add- 
ing one more competitor when, as 
found by the Commissioner, there was 
already too much competition in that 
particular line of business. As was 


well said in Seaboard Air Line R. Co, 
v. Wells (1930) 100 Fla 1027, PUR 
1931A 433, 437, 130 So 587, 591: 


“The right of a citizen to travel up- 


on the highway and to transport his 
property in the ordinary course of life 
and business differs radically from the 
use of the public highway to conduct 
a private business for profit. There 
can be no doubt that the latter is not 
an inherent right. It is rather in the 
nature of a privilege or permission 
which can be granted or withheld by 
the state, or, when permitted, can be 
subjected to regulation and control by 
the state. The operation of such mo- 
tor vehicle carriers for profit on the 
public highways is a special use of 
them which tends to obstruct and im- 
pede ordinary traffic and requires ad- 
ditional construction, maintenance, and 
repairs of the highways at the expense 
of the public. This condition of af- 
fairs furnishes additional reasons for 
their regulation and control.” 3 Pond 
on Public Utilities (4th Ed.) § 775. 
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[38-5] Plaintiffs argued that the 
findings of the court, which are di- 
ametrically opposed to those made by 
the Commissioner, are conclusive up- 
on this appeal. If the question in- 
volved was a judicial question, which 
it is not, and if this was an action at 
law and had been tried by the court 
without a jury, which is not the fact, 
then the rule invoked would apply. 
The Commissioner is not a court and 
does not have jurisdiction to deter- 
mine judicial questions. The deter- 
mination of whether a permit shall be 
granted or refused is a legislative or 
administrative question and not a ju- 
dicial question. Courts do not have 
jurisdiction to determine legislative or 
administrative questions and they can 
no more exercise that function than 
the Commissioner can exercise judi- 
cial functions. Hence, a would-be 


carrier, seeking to set aside an order 


of the Public Utilities Commissioner 
refusing to grant him a permit, must 
show by clear and satisfactory evi- 
dence that the order of the Commis- 
sioner was not supported by substan- 
tial evidence or that, for some other 
reason, it is unlawful, unreasonable, 
or unjustly discriminatory and, if he 
fails to make such a showing, the or- 
der must stand and is conclusive upon 
the courts. See Oregon-Washington 
R. & Nav. Co. v. Corey, 120 Or 517, 
524, PUR1927C 286, 252 Pac 955, 
and authorities there cited. 

There is a marked distinction be- 
tween the employment of judicial and 
legislative tribunals and no act of ei- 
ther can be both judicial and legisla- 
tive. See Cooley’s Constitutional 
Limitations (7th Ed.) p. 133. Had 
the order of the Commissioner been 
made without a fair hearing and no- 
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tice thereof, or if there had been no 
substantial evidence to support it, then 
the order would have been unreason- 
able and arbitrary and contrary to the 
due process clause of the Federal Con- 
stitution and a judicial question in re- 
spect to those matters would have been 
presenied, over which the courts would 
have jurisdiction to pass. But none 
of those conditions existed in this 
case and, hence, there was no show- 
ing that the proceedings before the 
Commissioner were unfair or that his 
orders were unreasonable or arbitrary 
and not supported by substantial evi- 
dence. For that reason, his findings, 
and not those of the court, are conclu- 
sive upon this appeal. As said in St. 
Joseph Stock Yards Co. v. United 
States (1936) 298 US 38, 51, 80 L 
ed 1033, 14 PUR(NS) 397, 403, 56 
S Ct 720, 725: 
“. . The court does not sit as 
a board of revision to substitute its 
judgment for that of the legislature 
or its agents as to matters within the 
province of either. [Citing authori- 
ties.] When the legislature itself 
acts within the broad field of legisla- 
tive discretion, its determinations are 
conclusive. When the legislature ap- 
points an agent to act within that 
sphere of legislative authority, it may 
endow the agent with power to make 
findings of fact which are conclusive, 
provided the requirements of due proc- 
ess which are specially applicable to 
such an agency are met, as in accord- 
ing a fair hearing and acting upon 
evidence and not arbitrarily. [Citing 
authorities.] In such cases the judi- 
cial inquiry into the facts goes no fur- 
ther than to ascertain whether there is 
evidence to support the findings, and 
the question of the weight of the evi- 
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dence in determining issues of fact 
lies with the legislative agency acting 
within its statutory authority.” See, 
also, Pacific Teleph. & Teleg. Co. v. 
Wallace (1938) 158 Or 210, 23 PUR 
(NS) 65, 75 P(2d) 942. 

Here, there was a fair hearing be- 
fore the Commissioner. There was 
evidence to support his findings and 
no violation by him in any respect of 


the due process clause. Hence, the 
court had no authority to substitute 
its judgment for that of the Commis. 
sioner, and, for that reason, the decree 
appealed from must be reversed and 
the cause remanded with directions to 
dismiss the suit. It is so ordered. 


Belt, J., did not participate in this 
opinion. 





SECURITIES AND EXCHANGE COMMISSION 


Re United Gas Improvement Company 
et al. 


[File No. 59-4, Release No. 2913.] 


Intercorporate relations, § 19.6 — Holding company integration — Nonutility 
subsidiary interest. 

1. Nonutility interests of a registered holding company, consisting of sub- 
sidiary companies engaged in the ice, ice cream, railroad car icing, cold 
storage, water, and real estate businesses outside the area to which is 
limited the single integrated public utility system and ‘the additional systems 
claimed by the holding company to be retainable under the standards of 
§ 11 (b) (1) of the Holding Company Act, 15 USCA § 79k (b) (1), are 
not reasonably incidental or economically necessary or appropriate to the 
operation of any system retainable by the holding company, and the com- 
pany should be required to divest itself of its direct or indirect interest 
in such properties, where they have no relation to the operations of utility 
subsidiaries in the area where interests are retainable, where retention of 
interests in such nonutility subsidiaries is not shown to be necessary or 
appropriate in the public interest or for the protection of investors or 
consumers, and where it is not shown that retention would not be detri- 
mental to the proper functioning of any retainable integrated public utility 
system or systems, p. 118. 


Intercorporate relations, § 19.8 — Holding company integration — Procedure — 
Opportunity to be heard. 
2. An immediate order may be entered requiring a registered holding com- 
pany to divest itself of nonutility properties, notwithstanding a contention 
that the Commission cannot enter such an order until it has designated the 
single integrated public utility system and additional systems retainable 
under the standards of § 11 (b) (1), 15 USCA § 79k (b) (1), and that 
immediate entry of an order of divestiture would deprive the holding com- 
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pany of an adequate opportunity to be heard, where there has been complete 
agreement as to the outside limits, at least, of the integrated public utility 
system or systems retainable and where the holding company has not dem- 
onstrated any relation of the nonutility subsidiaries to any integrated 
public utility system claimed to be retainable, p. 118. 


[July 30, 1941.] 
ROCEEDING pursuant to § 11 (b) (1) of Holding Company 
Pisce for simplification of holding company system; divesti- 
ture of interests in nonutility properties ordered. 


APPEARANCES: John W. Houser, 
for the Public Utilities Division of the 
Commission; William Clarke Mason, 
Garfield Scott. A. Allen Woodruff, 
Henry C. Place, Thomas B. K. Ringe, 
and Morgan, Lewis & Bockius, for the 
respondents. 


By the Commission: This is the 
second phase of a proceeding institut- 
ed by this Commission to determine 
the status of The United Gas Im- 
provement Company (hereinafter re- 
ferred to as UGI) and its subsidiary 
companies under the provisions of 
§ 11 (b) (1) of the Public Utility 
Holding Company Act of 1935, 15 
USCA § 79k (b) (1). Weare here 
concerned particularly with the ap- 
plication of the so-called “other busi- 
ness” clauses of this section of the 
act to certain of UGI’s isolated non- 
utility subsidiaries.’ 


The Proceedings to Date 


This proceeding was instituted on 
March 4, 1940, by a notice of and or- 
der for hearing, pursuant to § 11 (b) 
(1) of the act, in which it was stated 
that it appeared to the Commission, 
inter alia, that the UGI holding com- 
pany system is not confined in its op- 
erations to those of a single integrated 
public utility system and to such other 
businesses as are reasonably incidental 
or economically necessary or appro- 
priate to the operations of such an in- 
tegrated public utility system within 
the meaning of the act.* 

On April 15, 1941, the Commission 
entered an order requiring that UGI 
divest itself of certain scattered utility 
interests which it was found, on the 
basis of the record made, did not meet 
the standards of § 11 (b) (1). Our 
findings and opinion of that date de- 





1Section 11(b) (1) provides, in part, as 
follows : 

“(b) It shall be the duty of the Commission, 
as soon as practicable after January 1, 1938: 

“(1) To require by order, after notice and 
opportunity for hearing, that each registered 
holding company, and each subsidiary com- 
pany thereof, shall take such action as the 
Commission shall find necessary to limit the 
operations of the holding company system of 
which such company is a part to a single 
integrated public utility system, and to such 
other businesses as are reasonably incidental, 
or economically necessary or appropriate to 
the operations of such integrated public-utility 
system: : 


“The Commission may permit as reason- 
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ably incidental, or economically necessary or 
appropriate to the operations of one or more 
integrated public utility systems the reten- 
tion of an interest in any business (other than 
the business of a public utility company as 
such) which the Commission shall find neces- 
sary or appropriate in the public interest or for 
the protection of investors or consumers and 
not detrimental to the proper functioning of 
such system or systems.” (Italics supplied.) 
2See Holding Company Act Release No. 
1953. On August 2, 1940 (Holding Company 
Act Release No. 2202), the Commission issued 
a supplemental notice of and order for hear- 
ing naming Home Ice Company and Arctic 
Ice Company, inter alia, as additional re- 
spondents in the proceeding. 
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scribes in some detail the UGI hold- 
ing company system and the progress 
of the proceeding to the date of the or- 
der of divestment. On June 13, 
1941, in response to respondents’ pe- 
tition for rehearing urging considera- 
tion of circumstances and arguments 
which it was claimed had not previous- 
ly been considered by us, we suspend- 
ed the effectiveness of the order re- 
quiring divestment and directed that 
the record be reopened to afford to re- 
spondents the opportunity to make a 
further showing.* Additional evi- 
dence was introduced and this matter 
is to be the subject of reargument be- 
fore us on August 7, 1941.° 

The phase of the case which is now 
before us derives from our order of 
April 9, 1941, requiring respondents 
to show cause why UGI should not 
be required to divest itself of its di- 
rect or indirect interest in certain iso- 


lated nonutility subsidiaries located in 


states other than Pennsylvania, Mary. 
land, and Delaware, which three states 
comprise the outside limits of the area 
to which is limited the integrated pub- 
lic utility system or systems claimed by 
the respondents to be retainable under 
the control of UGI.® 

Respondents have filed an answer to 
this order to show cause,” and, at a 
hearing before a trial examiner, re- 
spondents introduced evidence con- 
cerning the nonutility interests here in- 
volved. After respondents had com- 
pleted their presentation of evidence, 
counsel for the Public Utilities Divi- 
sion moved that the record be closed 
and that the question of the disposition 
of all the properties covered by the 
order to show cause, with the excep- 
tion of Connecticut Railway and 
Lighting Company and Public Serv- 
ice Corporation of New Jersey, be re- 
ferred to us for final determination and 
the matter was argued before us. 





3 See Re United Gas Improv. Co. (1941) 
9 SEC —, Holding Company Act Release 
No. 2692. 

4See Holding Company Act Release No. 
*2822. Respondents’ petition for rehearing is 
directed to the portions of our order of April 
15, 1941, which require UGI to divest itself 
of its interest in New Haven Gas Light Com- 
pany, The Hartford Gas Company, and Con- 
necticut Railway and Lighting Company. 
ae Holding Company Act Release No. 


6 These nonutility subsidiaries are as fol- 
lows: Commonwealth Utilities Corporation, 
organized in the state of Delaware, a regis- 
tered holding company controlling utility and 
nonutility companies; Arizona Ice and Cold 
Storage Company, Crystal Ice & Cold Storage 
Company, and Home Ice Company, operating 
in the state of Arizona; Galveston Ice & 
Cold Storage Company, operating in the state 
of Texas; Merchants Ice & Cold Storage 
Company and Crystal Ice Company, operating 
in the state of Kentucky; National Ice & 
Service Company, operating in the state of 
Kansas; New State Ice Company, operating 
in the state of Oklahoma; St. Louis County 
Water Company and Springfield Ice and Re- 
frigerating Company, operating in the state 
of Missouri; Welsbach Company and Camden 


County Land Company, operating in the state 
of New Jersey. See Holding Company Act 
Release No. 2682 (1941) 6 Fed. Reg. 1902. 
Connecticut Railway. and Lighting Company, 
operating in the state of Connecticut, and 
Public Service Corporation of New Jersey, 
which directly or indirectly owns utility and 
nonutility businesses in New Jersey, were also 
included in the order to show cause; but we 
are not at this time considering the issues 
involved in the retention by UGI of its in- 
terests in these companies. 

7 Respondents also filed a reply to the Com- 
mission’s Statement of Tentative Conclusions 
and a statement with respect to the Report 
prepared by the Public Utilities Division. 
The Statement of Tentative Conclusions 
(Holding Company Act Release No. 2500) 
was prepared by the Commission at the re- 
spondents’ request and was issued on Jan- 
uary 18, 1941. The Report, prepared by the 
Public Utilities Division at the Commission's 
direction, set forth informative data with re- 
spect to the UGI holding company system 
and suggested the application of pertinent pro- 
visions of the act. This Report was revised 
to reflect corrections in statements of fact 
and use thereof was made, with respect to 
factual matters as distinguished from legal 
conclusions, as an agreed statement of facts 
in so far as it concerns these proceedings. 
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Properties Considered in this Opinion 


The properties of UGI which will be 
dealt with in this opinion are those re- 
ferred to in the order to show cause of 
April 9, 1941, with the exception of 
Connecticut Railway and Lighting 
Company and Public Service Corpo- 
ration of New Jersey.® 


I 


Commonwealth Utilities Corpora- 
tion and its subsidiaries: Arizona Ice 
and Cold Storage Company; Home 
Ice Company; Crystal Ice Company; 
Crystal Ice & Cold Storage Company ; 
Merchants Ice & Cold Storage Com- 
pany; Galveston Ice & Cold Storage 
Company; National Ice & Service 
Company; New State Ice Company ; 
St. Louis County Water Company; 
Springfield Ice and Refrigerating 
Company. 

UGI owns and controls 99.9 per 
cent of the voting stock of Common- 
wealth Utilities Corporation (herein- 
after referred to as “Common- 
wealth”), a registered holding com- 
pany which was organized in the state 
of Delaware in 1925. Control of 
Commonwealth and all its present sub- 
sidiaries, except St. Louis County Wa- 
ter Company and Home Ice Company, 
was acquired by UGI in 1929. Com- 
monwealth’s principal assets now con- 
sist of the securities of eight compa- 


nies engaged in the ice, ice cream, cold 
storage, and railroad car icing busi- 
nesses in the states of Arizona, Kan- 
sas, Kentucky, Missouri, Oklahoma, 
and Texas, and of the securities of a 
substantial water property in Missouri 
and an electric and gas utility compa- 
ny located in Arizona. The utility 
properties under Commonwealth’s con- 
trol are held by The Arizona Power 
Corporation. We have already con- 
sidered, in our findings and opinion of 
April 15, 1941, the application of § 11 
(b) (1) of the act to the utility prop- 
erties; we there concluded that UGI 
must divest itself of its direct or in- 
direct interest in The Arizona Power 
Corporation.® 

Arizona Ice and Cold Storage Com- 
pany, an Arizona corporation, manu- 
factures and sells ice and furnishes 
cold storage facilities in Tucson and 
Eloy, Arizona. Commonwealth owns 
and controls 78.13 per cent of its 
common stock. Arizona Ice and Cold 
Storage Company, in turn, owns 100 
per cent of the common stock of 
Home Ice Company, which was or- 
ganized in 1939 for the purpose of im- 
proving Arizona’s ice business in the 
Tucson area. 

Crystal Ice & Cold Storage Com- 
pany, an Arizona corporation, manu- 
factures and sells ice in Phoenix, Mesa, 
Glendale, and Chandler, Arizona. It 
also maintains special equipment for 





8 Appendices D and F to our findings and 
opinion in Re United Gas Improv. Co. supra, 
identify, locate, and describe generally the 
UGI nonutility companies and their opera- 
tions. 

9See Re United Gas Improv. Co. supra. 
Although we have suspended in its entirety 
the order of divestment of April 15, 1941, the 
conclusion expressed in our findings and opin- 
ion, that The Arizona Power Corporation 
is not retainable by UGI under the standards 
of § 11(b) (1) of the act, has not been chal- 
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lenged in the petition for rehearing and is not 
in issue in the reopening of the record for 
the inclusion therein of additional evidence 
and the presentation of further arguments in 
respect of certain other properties. It may 
also be noted that an application has been 
filed pursuant to the act (File 70-338) in 
which Commonwealth and The Arizona Pow- 
er Corporation seek our approval of the sale 
of the latter company’s properties and assets 
in a transaction which contemplates the dis- 
solution of the company. See Holding Com- 
pany Act Release No. 2857. 
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railroad car icing and furnishes facili- 
ties for cold storage purposes. Com- 
monwealth owns 78.13 per cent of its 
common stock. 

Crystal Ice Company, a Kentucky 
corporation, owns a manufacturing 
plant which is leased to Merchants Ice 
& Cold Storage Company. Common- 
wealth owns 100 per cent of the com- 
mon stock of Crystal Ice Company, 
and 98.5 per cent of the common stock 
and 27.8 per cent of the preferred 
stock of the Merchants Ice & Cold 
Storage Company. Merchants Ice is 
a Kentucky corporation which oper- 
ates the plant leased from Crystal Ice 
Company and manufactures and sells 
ice and furnishes cold storage facilities 
in Louisville, Kentucky. It also owns 
100 per cent of the common stock of 
Arctic Ice Company which is inactive 
and, according to the respondents, is 
kept alive merely because of the good 
will attached to its name. 

Galveston Ice & Cold Storage Com- 
pany, a Texas corporation, manufac- 
tures and sells ice, maintains equip- 

-ment for railroad car icing, and fur- 
nishes facilities for cold storage pur- 
poses in Galveston, Texas. Common- 
wealth owns 100 per cent of the voting 
securities of this company. 

National Ice & Service Company, 
a Delaware corporation, manufactures 
and sells ice and maintains railroad 
car icing equipment in Arkansas City, 
Kansas. Commonwealth owns 100 
per cent of its common stock. ~ 

New State Ice Company, a Dela- 
ware corporation, manufactures and 


sells ice and ice cream in Oklahoma 
City, Oklahoma. Commonwealth owns 
100 per cent of its common stock. 

Springfield Ice and Refrigerating 
Company, a Missouri corporation, 
manufactures and sells ice and fyr- 
nishes cold storage facilities in Spring- 
field, Missouri. Commonwealth owns 
100 per cent of its common stock. 

St. Louis County Water Company, 
a Missouri corporation, was acquired 
in 1930 by Commonwealth, which 
now owns 100 per cent of its common 
stock. This company supplies water 
service to approximately 50,000 cus- 
tomers in St. Louis county, Missouri, 
which embraces the suburban commu- 
nities surrounding the city of St. 
Louis. 

UGI carries its investment in Com- 
monwealth common stock at $6,861,- 
200, which is stated to be cost to it. 
At December 31, 1940, Common- 
wealth’s investment, including loans, 
in ice and cold storage subsidiaries was 
carried at $3,569,428 and the carrying 
value of its investment in St. Louis 
County Water Company common 
stock was $4,422,021. During the 
5-year period from 1936 to 1940, UGI 
realized an average return from com- 
mon stock dividends of 3.4 per cent 
on its investment in Commonwealth. 
Respondents estimate that the return 
will be increased by the sale of The 
Arizona Power Corporation.” 

UGI has no retainable electric or 
gas utility subsidiaries operating In 
the states of Arizona," Kansas, Ken- 
tucky, Missouri, Oklahoma, and Tex- 





10 An exhibit submitted by respondents es- 
timates, on the basis of 1940 earnings and in- 
come and on the basis of hypothetical assump- 
tions made for comparative purposes, that 
UGI’s return on the $6,861,200 investment in 
Commonwealth would be increased from 3.19 
per cent to 4.25 per cent if effect were given 


to the sale of The Arizona Power Corpora- 
tion. 

11 As we have already indicated, supra, note 
9, the conclusion expressed in our Findings 
and Opinion of April 15, 1941, that The 
Arizona Power Corporation is not retain- 
able by UGI under the standards of § 11(b) 
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as, where Commonwealth’s nonutility 
properties are located. Moreover, there 
appears to be no relationship whatso- 
ever between the ice, cold storage, and 
water operations of Commonwealth’s 
subsidiaries and the utility operations 
of any other company in the UGI 
holding company system.” 

UGI has performed certain services 
for Commonwealth and its nonutility 
subsidiaries in connection with admin- 
istrative, accounting, budget, financial, 
insurance, legal, purchasing, rate, sec- 
retarial, and tax matters,* but it is not 
even contended that such services 
could not be secured elsewhere. Rath- 
er it appears to us that these serv- 
ices have been performed by UGI in 
the course of protecting its invest- 
ment and of exercising those super- 
visory prerogatives which frequently 
accompany control.* The properties 
have local managers who were active- 
ly operating them even before UGI ac- 
quired control. 
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II 


Welsbach Company and its subsidiary, 
Camden County Land Company 


UGI owns 69.94 per cent of the out- 
standing common and 95.82 per cent 
of the preferred stock of Welsbach 
Company, a New Jersey corporation, 
which at the present time holds prac- 
tically no assets except 100 per cent 
of the common stock of Camden 
County Land Company. Welsbach 
Company was at one time profitably 
engaged in manufacturing and selling 
incandescent gas mantles and other gas 
burners. The expansion of the use 
of electricity long ago precipitated the 
gas mantle business into a decline 
from which the company has never re- 
covered. Efforts were made to utilize 
plant facilities in the manufacture of 
water heaters and other appliances, 
but the business continued to be un- 
profitable. Since 1928 operations 
have been conducted under a policy of 





(1) of the act is not in issue in the reopening 
of the record for the inclusion therein of ad- 
ditional evidence and the presentation of fur- 
ther arguments in respect of certain other 
properties. 

12 William W. Bodine, president of UGI, in 
effect admitted, at the hearing, that the non- 
utility operations of Commonwealth’s sub- 
sidiaries had no relation to utility operations 
in the Philadelphia area. 

13 UGI’s fees for services rendered to Com- 
monwealth and its nonutility subsidiaries were 
$25,458 in 1938, $31,456 in 1939, and $31,389 
in 1940, 

14An exhibit submitted by respondents at 
the request of the Public Utilities Division 
shows that in 1940 Fred B. Hofft, a vice 
president of UGI and president of Common- 
wealth whose office is at Philadelphia, Penn- 
sylvania, devoted about half of his recorded 
time, or eight hundred and sixty-three hours, 
to Commonwealth and its nonutility subsid- 
iaries. One hundred and one-half hours were 
devoted to ice and cold storage subsidiaries, 
fifty-seven and one-half hours to St. Louis 
Sounty Water Company, and seven hundred 
and five hours to Commonwealth. 

In describing Hofft’s functions in respect 
of St. Louis County Water Company, for ex- 
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ample, it is stated that Hofft made two trips 
to University City, Missouri, “for a general 
inspection of the property, consulting with the 
local management on various matters pertain- 
ing to operations and construction, and 1941 
operating and construction budget, discussion 
of labor situation, prospective business to be 
added to the water lines, and other general 
administrative matters, including time in the 
home office consulting on the proposed new 
water intake at the plant, review of cash posi- 
tion of the company and 1941 operating and 
construction budget, and other general and 
administrative matters.” 

In addition, UGI attorneys devoted forty- 
four hours to four legal matters of St. Louis 
County Water Company, three of which ap- 
pear to have been handled locally in the first 
instance, and later reviewed or approved by 
UGI. UGI’s secretarial department spent 
forty-two and one-half hours on St. Louis 
County Water Company corporate secretarial 
work, The time devoted to this company by 
the UGI tax and purchasing departments is 
not designated, but purchasing services were 
largely in connection with purchases of cast- 
iron pipe. Financial services for this company 
related to the renewal of a bank loan and 
were charged with three hours’ time. 
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retrenchment, with the object in view 
of eventual liquidation. In accord- 
ance with this policy, a large part of 
the company’s equipment and proper- 
ty, other than the stock of Camden 
County Land Company, was sold in 
1940, and early 1941. All of Welsbach 
Company’s stock holdings in Camden 
County Land Company are pledged to 
UGI as collateral for advances aggre- 
gating $1,093,984. Welsbach is at- 
tempting to find a purchaser for the 
Camden County Land Company’s real 
estate. 

The real estate owned by Camden 
County Land Company consists of 
thirteen acres of land above water and 
three acres and riparian rights under 
water in Gloucester, New Jersey. It 
includes also buildings and equipment 
located on the property, which build- 
ings and equipment were formerly 
utilized by Welsbach Company in its 
manufacturing business. This prop- 
erty is leased by Camden County 
Land Company to Welsbach Compa- 
ny and is subleased to Imperial Rayon 
Corporation on a monthly basis. 

UGI has already written off its in- 
vestment in Welsbach Company; it 
now carries these securities at $1. 
The consolidated balance sheet of 
Welsbach Company at March 31, 
1941, shows a deficit of $5,314,964 
and an excess of liabilities over assets 
of $589,964. The land and buildings 
owned by Camden County Land Com- 
pany, which constitute the principal 
assets of both companies, are carried 
at a net value of $797,338, but this 
figure does not purport to represent 
realizable value and no provision has 
been made for plant and property de- 
preciation for the past thirteen years. 

Welsbach Company maintains a 


skeleton crew of employees whose 
function is to maintain the buildings 
and to operate a steam plant for the 
benefit of the lessee of the properties, 
No contention is made that the prop- 
erties of these companies relate in any 
way at the present time to the opera- 
tions of utility properties in the UGI 
holding company system.™ 


Issues Presented 


[1,2] Respondents’ answer to the or- 
der to show cause includes various con- 
tentions previously made and consid- 
ered by us at length in our opinion of 
April 15, 1941. We do not believe that 
any useful purpose would be served by 
reiterating the views expressed in our 
recent opinion. It is sufficient to state 
that we reaffirm these views as they 
relate to the properties involved here. 

The only issue arising from the po- 
sition taken by respondents at this 
stage of the proceeding which we have 
not fully discussed and adequately dis- 
posed of in our findings and opinion of 
April 15, 1941, is found in the sugges- 
tion that the issuance at this time of 
an order requiring divestiture would 
deprive respondents of an adequate op- 
portunity to be heard fully in respect 
of the questions raised by our order 
to show cause of April 9, 1941. At 
the conclusion of the hearing, counsel 
for respondents stated that no addi- 
tional evidence was to be offered “at 
this time” with respect to the proper- 
ties here involved. He then argued, 
in effect, that it is not possible for the 
Commission to make the necessary 
findings or for respondents to present 





15 At the argument before us on May 6, 
1941, counsel for UGI agreed that the Camden 
County Land Company property is not being 
used in the utility business; he described it as 
“an ideal place for another shipyard.” 
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complete evidence as to whether the 
retention of these nonutility interests 
by UGI would satisfy the “other busi- 
ness” standards of § 11 (b) (1) un- 
til such time as we have designated 
the single integrated public utility sys- 
tem and the additional systems retain- 
able by UGI. For this reason, ex- 
ception was taken to the closing of 
the record. This contention was the 
only one which counsel pressed at the 
argument in respect to the properties 
involved here. 

We think it is a complete answer in 
the circumstances of this case to point 
out that almost from the beginning of 
this proceeding there has been com- 
plete agreement between counsel as to 
the outside limits, at least, of the in- 
tegrated systems which may be re- 
tained by UGI and that, since the be- 
ginning of the case, we have been pro- 
ceeding on that same assumption. Re- 
spondents have never claimed that any 
properties outside of the 3-state area 
of Pennsylvania, Maryland, and Delia- 
ware may be retained as part of the 
“primary” or any additional integrat- 
ed utility system. Certainly there 
would be no difficulty—if the facts 
could support the argument—in prov- 
ing that the properties involved here 
were reasonably incidental or eco- 
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nomically necessary or appropriate to 
the operations of the utility properties 
in the 3-state area. If such proof 
were offered, it might well furnish the 
answer to our order to show cause 
and bar any immediate order. But 
no such proof was even attempted by 
respondents. 

The argument as made by respond- 
ents has been entirely in the abstract. 
No offer of evidence has been reject- 
ed. No contention has been urged 
that additional evidence would further 
establish the right of UGI to retain 
these nonutility interests as businesses 
which are reasonably incidental or eco- 
nomically necessary or appropriate to 
any particular utility operation now 
conducted by UGI. Indeed, counsel 
for respondents conceded that he may 
not care to introduce any additional 
evidence even when the retainable 
properties are finally designated; 
rather, it appears that he is insisting, 
as a matter of abstract principle, that 
the record should not be closed. 

The only proof offered by respond- 
ents was apparently introduced in an 
attempt to establish benefits to the non- 
utilities involved here by reason of 
UGI control and to show further that 
their divestiture would be detrimental 


to UGI."® 





16 Evidence introduced by respondents re- 
lates to the following matters, inter alia: 
“Welsbach Company—Camden County Land 
Company—History and Development,” includ- 
ing consolidated balance sheets as at Decem- 
her 31, 1940, and March 31, 1941; a consoli- 
dated earnings statement as at "March di, 
1941; historical data regarding Commonwealth 
and its subsidiaries; information regarding 
the nature, extent, and cost of services ren- 
dered by UGI to these companies and the 
claimed benefits derived from such services; 
schedules showing Commonwealth’s combined 
earnings’ statements for the years 1936 
through 1940; a comparison of the income 
available for UGI from Commonwealth sub- 
sidiaries to actual income for the same pe- 


riod; the estimated effect of the sale of The 
Arizona Power Corporation on the basis of 
1940 earnings and income; and estimates of 
the possible losses of investment which may 
be incurred by UGI in the sale of its interest 
in Commonwealth. William W. Bodine, presi- 
dent of UGI, and Fred B. Hofft, vice presi- 
dent of UGI, president of Commonwealth and 
UGI sponsor for the Commonwealth proper- 
ties, were witnesses for respondents. 

In their exhibits, respondents have capital- 
ized the earnings of non-utility properties at 
rates substantially higher than UGI has been 
earning on its investment, in an apparent effort 
to establish that the UGI book investment 
could not be realized by the sale of its in- 
terests and that an immediate book loss would 
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We find that respondents have not 
shown that the nonutility operations 
involved here have any substantial re- 
lationship whatsoever, by proximity 
or otherwise, to any utility operations 
of the system. Indeed, from the rec- 
ord before us, the contrary is appar- 
ent. Thus, the basis for any deter- 
mination we may make with regard to 
them would not be altered by the fact 
that any or all of the utility interests 
now controlled by UGI are ultimately 
determined to be retainable under the 
standards of § 11 (b) (1). Under 
these circumstances, we think that the 
respondents are denied nothing by the 
closing of the record and the issuance 
of an order at this time “unless it be 
their claim to the right to retain the 
status quo until the proceeding is final- 
ly closed,”?” and we have already de- 
cided that no such right is conferred 
upon them by the act.” 

We have concluded that, under the 
circumstances of this case, the argu- 
ment of counsel for respondents is 
without merit and that it does not 
constitute a bar to the entry of an 
appropriate order at this time if. we 
should find, on the basis of the record 
made, that the properties involved 
must be divested under the standards 
of § 11 (b) (1). As we indicated in 
our opinion of April 15, 1941, the 
Commission is fully authorized, and 
indeed, in an appropriate case, is di- 
rected, by §§ 20 (a) and 11 (b) (1) 
of the act 15 USCA §8§ 79t, 79k to 
issue final orders dealing with parts 
of a system in order to carry out the 


mandate of the statute that holding 
company systems shall be reduced, “as 
soon as practicable,” to a single inte. 
grated public utility system and such 
additional systems and other busi- 
nesses as are retainable under § 1] 
(b) (1). We, of course, cannot and 
would not foreclose respondents from 
presenting such relevant and material 
evidence as might reasonably be ex- 
pected to have any bearing or to re- 
flect any light upon the proper applica- 
tion of § 11 (b) (1). But we do not 
believe that the abstract argument pre- 
sented can relieve us of our duty to 
take such action as may appear to be 
necessary and appropriate on the ba- 
sis of the record made to bring the 
UGI holding company system into 
compliance with the integration provi- 
sions of the act. 


Conclusion 


In view of the absence of any rela- 
tionship between the operations of the 
ice, cold storage, water, and land sub- 
sidiaries of UGI here involved and 
the operations of any of its utility sub- 
sidiaries, and on the basis of the record 
before us, we cannot make the statu- 
tory finding that the retention of any 
of the interests which we have here 
considered is necessary or appropriate 
in the public interest or for the protec- 
tion of investors or consumers and is 
not detrimental to the proper function- 
ing of any integrated public utility sys- 
tem or systems which may be retaina- 
ble under the control of UGI. We 
must, therefore, conclude that these 
nonutility subsidiaries are not reason- 





thus be realized. Obviously, the necessity for 
and appropriateness of retention of these in- 
terests in nonutility businesses is not estab- 
lished under the standards of the statute by 
such a mathematical formula. In addition, 
such a computation does not even remotely 
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indicate that a fair value cannot be obtained 
for such interests. 

17 See Re United Gas Improv. Co., supra, 
at p. 20. 
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ably incidental or economically neces- 
sary Or appropriate to the operations 
of any such system."® We have con- 
cluded further that it is necessary and 
appropriate for the purpose of bring- 
ing about compliance with § 11 (b) 
(1) that UGI be required to divest 
itself of its direct or indirect interest 
in these properties. 
An appropriate order will issue. 


By the Commission (Chairman 
Eicher and Commissioner Pike : Com- 
missioner Healy concurring in the re- 
sult), Commissioner Purcell not par- 
ticipating. 


ORDER 


1. The Commission on March 4, 
1940, issued a notice of and order for 
hearing pursuant to § 11 (b) (1) 
of the Public Utility Holding Com- 
pany Act of 1935 with respect to The 
United Gas Improvement Company 
and its subsidiary companies, respond- 
ents, to determine what action is neces- 
sary and shall be required to be taken 
to limit the operations of the United 
Gas Improvement Company holding 
company system to a single integrated 
public utility system and to such addi- 
tional systems and other businesses as 
are retainable under the standards of 
§ 11 (b) (1) of the said act; 

2. The Commission on August 2, 
1940, issued a supplemental notice of 
and order for hearing naming Home 
Ice Company and Arctic Ice Company 
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as additional respondents in said pro- 
ceeding ; 

3. The Commission on April 9, 
1941, ordered respondents to show 
cause why the Commission should not 
issue an order in said proceeding pur- 
suant to § 11 (b) (1) of said act re- 
quiring divestment by The United Gas 
Improvement Company of its direct 
or indirect interest in the following 
named companies, inter alia, or the 
properties owned or operated thereby : 
Commonwealth Utilities Corporation, 
organized in the state of Delaware, a 
registered holding company control- 
ling utility and nonutility companies ; 
Arizona Ice and Cold Storage Compa- 
ny, Crystal Ice & Cold Storage Com- 
pany, and Home Ice Company, operat- 
ing in the state of Arizona; Galveston 
Ice & Cold Storage Company, operat- 
ing in the state of Texas; Merchants 
Ice & Cold Storage Company and Crys- 
tal Ice Company, operating in the com- 
monwealth of Kentucky; National 
Ice & Service Company, operating in 
the state of Kansas; New State Ice 
Company, operating in the state of 
Oklahoma; St. Louis County Water 
Company and Springfield Ice and Re- 
frigerating Company, operating in the 
state of Missouri; and Welsbach Com- 
pany and Camden County Land Com- 
pany operating in the state of New 
Jersey ; 

4. Hearings having been duly held 
and arguments having been presented 





19In Re United Gas Improv. Co. supra, at 
p. 18, we interperted the two clauses in § 11 
(b) (1) relating to other businesses to mean 
that— 

“. . . the Commission must permit the 
retention of other businesses which 
are found to be reasonably incidental or eco- 
nomically necessary or appropriate to the op- 
erations of an integrated public utility sys- 
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tem retainable under the control of the hold- 
ing company, and that as to interests 
in nonutilities sufficient to create the statutory 
parent-subsidiary relationship, these standards 
may be met if the retention of the investments 
or other interests is found to be necessary or 
appropriate in the public interest or for the 
protection of investors or consumers and not 
detrimental to the proper functioning of such 
system or systems.” 
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with respect to said matters, and it 
now appearing that respondents de- 
sire to present no additional evidence 
at this time and that they have had full 
and adequate opportunity to be heard 
and to present evidence; and 

5. The Commission having consid- 
ered the record and made and filed its 
findings and opinion with respect to 
such companies and properties and the 
assets owned and operated thereby, 
and having found that the action here- 
inafter directed to be taken is neces- 
sary and appropriate for the purpose 
of bringing about compliance with 
§ 11 (b) (1) of said act; 

It is hereby ordered, pursuant to 
§ 11 (b) (1) of the Public Utility 
Holding Company Act of 1935, that 
The United Gas Improvement Com- 
pany shall sever its relationship with 
the companies named hereafter by dis- 
posing or causing the disposition, in 
any appropriate manner not in con- 
travention of the applicable provisions 
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of the said act or the rules and regy- 
lations promulgated thereunder, of its 
direct and indirect ownership, control, 
or holding of securities issued by Com- 
monwealth Utilities Corporation, Ari- 
zona Ice and Cold Storage Company 
Crystal Ice & Cold Storage Company, 
Home Ice Company, Galveston Ice & 
Cold Storage Company, Merchants’ 
Ice & Cold Storage Company, Crystal 
Ice Company, National Ice & Service 
Company, New State Ice Company, 
St. Louis County Water Company, 
Springfield Ice and Refrigerating 
Company, Welsbach Company, and 
Camden County Land Company; and 

It is further ordered that the re- 
spondents, in accordance with sub- 
paragraph (c) of § 11 of said act, 
shall comply with the above order 
within one year from the date of its 
entry (without prejudice to their right 
to apply for additional time to comply 
with such order, as provided in such 
section). 
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Re Walter I. Pardridge et al. 


[D-3334.] 


Statutes, § 11 — Construction — Legislative intent. 









1. The task in all statutory construction is to determine the purpose and 
intent of the legislature, and all rules of construction are incidental to the 
accomplishment of such task, p. 124. 














Rates, § 109 — Jurisdiction of Commission — Ferries. 
2. Ferry operators are exempt from Commission jurisdiction over rates 
and charges under Act 246, 1921, only when it appears that the ferry 
operates within a municipality and operates under an agreement with such 
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p. 124. 
Municipalities, § 1 — Status of county. 
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municipality; to come within the exception both factors must be present, 


3. A county in Michigan is a municipal corporation and for certain pur- 
poses is considered a municipality, p. 124. 


Rates, § 109 — Jurisdiction of Commission — Ferries — Absence of contract. 


4, The Commission has jurisdiction over rates of a ferry company operat- 
ing under a license from a county when no agreement exists between the 


county and the ferry company, p. 124. 


Rates, § 627 — Ferries — Seasonal operation. 

5. The controlling factor in approving a schedule of rates for a ferry 
company operating under a license which will expire within a short time 
should be the nature of the services rendered where during any given year 
the company has only three months of profitable operation, the services 
performed in the other months are more for the benefit of the public, 
and during certain times the boat ties up at an island to be in position 
to render service in case of emergency, p. 125. 


Water carriers — Marine insurance — Ferries. 
6. A ferry company carrying its own risk and not having any marine in- 
surance should be required to obtain insurance for the protection of the 


public using the ferry, p. 125. 


Accounting, § 5 — Duty to keep accounts — Ferries. 


7. A ferry company should keep accounts covering the operation of the 
ferry business, which should be kept by the double entry method and 








I 


By the Commission: Walter I. 
Pardridge and A. Landon Tausend as 
copartners, own and operate a ferry 
between Detour and the township of 
Drummond, both in the county of 
Chippewa, state of Michigan. 

The partnership did not prior to the 
filing of this petition file with this 
Commission a schedule of rates to be 
charged by it for the carrying of 
freight, passengers, and express. This 
failure may be ascribed to a reason- 
able doubt as to whether or not this 


should be complete in every respect, p. 126. 


[August 1, 1941.] 


NVESTIGATION of ferry rates; 
approved, and order entered as to annual report and proof 
of insurance. 
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jurisdiction accepted, rates 








Commission had jurisdiction over 
said ferry. 

On May 8, 1941, the copartnership 
filed a petition with this Commission 
wherein they asked that the Commis- 
sion accept jurisdiction. The petition 
had attached thereto a proposed sched- 
ule of rates. 

On the 9th day of June, 1941, the 
Commission gave notice to all inter- 
ested parties that on the 19th day of 
June, 1941, at the courthouse in the 
city of Sault Ste. Marie, Michigan, it 
40 PUR(NS) 























would hold a hearing to determine its 

jurisdiction in the matter and hear evi- 

dence as to the rates and charges of the 

Drummond-Detour ferry. The hear- 

ing was held according to the notice. 

[1-4] Whether or not an agree- 

ment exists between the county and 
the ferry company is an important fact 
in the determining of whether this 
Commission has jurisdiction over the 
rates and charges of the ferry. At the 
hearing the county of Chippewa con- 
tended that there was no agreement 
between the county and the owners 
of the ferry as to rates. This likewise 
was the contention of the attorneys 
for the petitioners. 

At its October session of 1933, the 

board of supervisors of Chippewa 
county, Michigan, granted a license to 
Pardridge and Tausend to operate a 
ferry between Drummond and Detour 
and fix the rates to be charged. On 
the 14th day of March, 1935, the rate 
schedule was modified. This modifi- 
cation appears to have had the approv- 
al of all interested parties. Again in 
-1938 the board of supervisors modi- 
fied the rates, and this action on the 
part of the board resulted in a lawsuit 
in the circuit court for the countv of 
Chippewa in chancery. The decision 
of the court was that it was without 
jurisdiction to review the action of the 
board of supervisors. Other expres- 
sions in the opinion possibly caused 
the ferry owners to conclude that they 
had no valid agreement as to rates with 
the company, which is their present po- 
sition. 

In granting the license to the ferry 
owners, and in fixing the rates the 
board of supervisors acted according 
to the provisions of the revised stat- 
40 PUR(NS) 
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utes of 1846 (§ 4588 et. sub. Comp, 

Laws, 1929; 9.1371 et. sub. Mich, 

Stats. Anno.). 

Section 2 of the act under which 
the license was granted is as follows: 
“The. said board (of supervisors) 
when they shall grant any license to 
keep a ferry, shall order and direct the 
rates of ferriage which the person 
licensed may receive, and may, from 
time to time thereafter, during the 
continuance of such license, alter such 
rates; and they may also direct what 
and how many hours each day such 
person shall attend his ferry.” 

By Act 246, 1921, this Commission 
is given jurisdiction over the rates and 
charges of: “Any and all persons, 
firms, and corporations engaged in 
the transportation of freight, passen- 
gers, or express by water, wholly with- 
in this state provided, that a 
ferry company operating within any 
municipality under an agreement with 
such municipality shall not be affected 
either as to fares or operation by this 
act.” 

The task in all statutory construc- 
tion is to determine the purpose and 
intent of the legislature. All rules of 
construction are incidental to the ac- 
complishment of such task. It appears 
that the legislature intended to except 
from the operation of Act 246 of 1921 
ferry companies (a) operating within 
a municipality and (b) operating 
under an agreement with such munic- 
ipality. It further appears that to 
come within the exception both fac- 
tors must be present. 

In Michigan a county is a municipal 
corporation, and for certain purposes 
is considered a municipality. (Mosier 
v. Board of Auditors (1940) 295 
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Mich 27, 29, 294 NW 85). If it be 
conceded that a county is a municipali- 









ich, 

ty within the meaning of that term as 
Lich used in the Act of 1921; still the op- 
Ws: erations of this ferry would not fall 
rs) within the exception for, as is above 
to pointed out, both parties deny the ex- 
the istence of any agreement between the 
on county and the ferry company. 
dm Accordingly, the-Commission finds 





and determines that by virtue of Act 
246 of Public Acts of 1921, it has 
jurisdiction over the ferry company. 

[5] The company is operating un- 
der a license which will expire within 
three years. During any given year 
the company has only three months of 
profitable operation. The service per- 
formed in the other months are more 
for the benefit of the public. The 
Commission is, therefore, of the opin- 
ion that the controlling factor in ap- 
proving a schedule of rates for this 
company shall be the nature of the 
services rendered. It appears from 
the testimony that the ferry is operat- 
ed during seasons of the year when 
the Saint Mary’s river is covered with 
ice, and that such operation is especial- 
ly detrimental to a boat having a 
wooden hull—that the company con- 
tinues operation during these months 
solely for the benefit of the inhabitants 
of Drummond island. It further ap- 
pears that the boat ties up at Drum- 
mond island to be in position to ren- 
der service in case of any emergency, 
and that frequently during the year 
its services are used for the purpose of 
bringing doctors to the island, there 
being no resident physician on Drum- 
mond island. 

The Michigan supreme court has 
pointed out that a reasonable rate may 
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be any rate between the limits of a rate 
that is so low as to be confiscatory of 
the property of the utility and a rate 
that is so high as to be exorbitant to 
the public. (Detroit v. Railroad Com- 
mission, 209 Mich 395, 433, PUR 
1920D 867, 177 NW 306.) 


The Commission has examined the 
schedule of rates proposed by the com- 
pany and is of the opinion that the 
same should be modified in the follow- 
ing particulars: 

(a) Said schedule of rates should 
include a rate permitting the purchase 
for $7.50 of tickets for four round 
trips for automobiles having not more 
than 120-inch wheel base; and 

(b) Said schedule of rates should 
include a rate permitting ten adult 
passenger tickets to be purchased for 
$2. 

The Commission finds and deter- 
mines that the schedule of rates and 
charges proposed when modified, as 
aforesaid, are fair and reasonable rates 
and charges for the services rendered. 

[6] At the hearing it was disclosed 
that the ferry company has been car- 
rying its own risk and does not have 
any Marine insurance. The Commis- 
sion is of the opinion that such a situa- 
tion should not be permitted to con- 
tinue and that the company should be 
required to obtain at least $10,000 
worth of insurance for the protection 
of the public using the ferry. It is, 
therefore, made a condition of this or- 
der that the rates hereby approved 
shall not become operative or effective 
until such time as the company shall 
submit to the Commission satisfactory 
proof that it has obtained and has in 
force insurance in the amount of not 
less than $10,000. 
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[7] It is further ordered that the 
company shall keep accounts covering 
the operation of the ferry business. 
The accounts shall be kept by the dou- 
ble entry method and shall be complete 
in every respect. 
show with reasonable detail the assets 
at original cost, the liabilities of the 
company, the proprietorship or part- 
nership capital, the revenues classified 
as between passengers, motor vehicles, 
freight and others, and the expenses 
classified into the customary principal 
expense accounts. 

Within ninety days after the close 
of their fiscal year the company shall 
file an annual report of its operations. 
Such report shall contain at least the 
following : 

1. Organization data: 

a. Name of respondent. 

b. Address. 

c. Type of organization (indi- 
vidual owner or partnership). 

d. Name of owner or partners. 

. Details concerning any change 
in owners during the year. 

. Details concerning any change 
in type or method of opera- 
tions during year. 

. Name of person to whom cor- 
respondence concerning the 
report should be addressed. 


Said accounts shall - 


2. Schedule of insurance carried 
showing kind, amount and expiration 
dates. 

3. Balance sheet at beginning and 
end of fiscal year. 


4. Income statement for fiscal year, 

5. Analysis of proprietorship or 
partnership investment account. 

6. Analysis of fixed asset accounts 
showing balance at beginning, addi- 
tions, retirements, and balance at end 
of year. 

7. Analysis of reserves for depre- 
ciation showing balance at beginning, 
additions, retirements, and balance at 
end of year. 

8. Such other supporting analyses 
or schedules as may be reasonably re- 
quired in order to present a readily 
understandable report of condition 
and operations. 

It is further ordered that at the time 
of the filing of the proof of insurance, 
as above required, the company shall 
file a full and complete schedule of 
rates as above authorized and con- 
taining the above modifications. 

This Commission reserves jurisdic- 
tion and the right to make such other 
and further orders herein, as_ shall 
hereafter be deemed just, fitting, and 
proper. 
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MONTGOMERY TRUST CO. v. BELMONT WATER CO. 


PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Montgomery Trust Company et al. 


Belmont Water Company 


[Complaint Docket No. 13406.] 


Fines and penalties, § 8 — Poverty as a defense. 


Consideration was given to a plea of poverty, by a water utility owner, in 
determining the amount of a penalty to be imposed for illegal discontinu- 


ance of water service. 


[June 30, 1941.] 


OMPLAINT against discontinuance of water service; com- 
C plaint sustained and penalty imposed. 


By the Commission: This matter 
comes before us upon complaint of 
Montgomery Trust Company, Robert 
S. Gerhard, and Nettie Gerhard filed 
August 9, 1940, alleging that Bel- 
mont Water Company, on July 31, 
1940, unlawfully discontinued water 
supply service to a residence in Upper 
Merion township, Mongtomery coun- 
ty, owned by Montgomery Trust Com- 
pany and leased by the other two com- 
plainants. No answer was filed by 
respondent. Hearings were duly held 
and the following are found to be 
the facts: 

Montgomery Trust Company is 
the owner and Robert S. Gerhard and 
Nettie Gerhard are the tenants and 
residents of a certain 24-story resi- 
dence erected on lots Nos. 26 and 27 
and the southwesterly one-half of lot 
No. 28, section K, on a certain plan 
of lots of the Belmont terrace, situate 
on the northwesterly side of Hampton 
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road in upper Merion township, 
Montgomery county. Water supply 
service has been rendered to this resi- 
dence for a considerable period of 
time by Belmont Water Company, a 
public utility, of which Benvenuto Tu- 
fillaro is president and _ principal 
stockholder. 

On July 19, 1940, Mr. Tufillaro no- 
tified complainants, by letter, that wa- 
ter service to the Gerhard residence 
would be discontinued unless within 
ten days thereafter improvements 
were made in the Gerhard driveway 
which adjoins the driveway of a resi- 
dential property owned by Mr. Tufil- 
laro. The letter stated further that 
the Gerhard driveway was unsightly 
and that the writer did not intend “to 
serve water to any one who has no 
pride in their property.” 

On the afternoon of July 31, 1940, 
respondent, acting through Mr. Tufil- 
laro, did discontinue service although 
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there was no violation of any of the 
company’s rules and regulations by 
complainants. This discontinuance 
lasted until the morning of August 1, 
1940, when complainants secured a 
temporary injunction from the court 
of common pleas of Montgomery 
county compelling respondent to re- 
store service and the injunction was 
continued until the matters involved 
could be determined by this Commis- 
sion. During the time when no water 
was available from respondent the 
Gerhard family was caused consider- 
able inconvenience by being obliged 
to obtain water from the homes of 
neighbors. 

Respondent, through its counsel, 
admits that the discontinuance of 
service was unwarranted and unlaw- 
ful, but seeks to escape the imposition 
of fines and penalties on the ground 
that it is in such precarious financial 
condition that to penalize it would be 
to force it to go out of business. 

While we are of opinion that the 
illegal conduct of respondent which 

- subjected the Gerhard family to physi- 
cal discomfort and put all of the com- 
plainants to considerable expense is 
of such seriousness as to merit a sub- 
stantial penalty, we will give consid- 
eration to respondent’s plea of pover- 
ty and refrain from meting out to 
respondent the punishment which it 
justly deserves. The fact, however, 
that we have seen fit to deal clemently 


with respondent in this case shall not 
be construed as in any manner indi- 
cating that the Commission counte- 
nances or condones respondent’s ar- 
bitrary and improper conduct. We 
cannot too highly condemn respond- 
ent for depriving a consumer of sery- 
ice which is vital to his well being, 
‘accommodation, and convenience, 
without so much as the semblance of 
a justifiable reason. Any repetition 
of this conduct on the part of respond- 
ent will be penalized to the fullest ex- 
tent possible under the law; therefore, 

Now, to wit, June 30, 1941, it is 
‘ordered: 

(1) That the instant complaint be 
and is hereby sustained. 

(2) That a penalty in the amount 
of $50 be and is hereby imposed upon 
respondent for unlawfully discontinu- 
ing service on July 31, 1940, to a resi- 
dence in upper Merion township, 
Montgomery county, owned by Mont- 
gomery Trust Company and leased by 
Robert S. Gerhard and Nettie Ger- 
hard. 


(3) That respondent shall not dis- 
continue service to any consumer ex- 
cept as provided by law. 

(4) That the respondent render wa- 
ter supply service to its consumers 
in accordance with the provisions of 
§ 401 of the Public Utility Law and 


of the rules and regulations of the 
Commission. 
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IN WASHINGTON—THE NATION’S CAPITAL 


ws GAS - THE WONDERFUEL 
For Modern Efficient Service 


For ninety-three’years the Washington Gas Light 
Company has kept pace with the rapid and con- 
stant growth of the Nation’s Capital. 


TODAY, in metropolitan Washington: 


approximately 91% of the families use 
the wonderfuel for cooking. 


approximately 56% of the families use 
the wonderfuel for water heating. 


A 


approximately 16% of the families use 
the wonderfuel for refrigeration. 


approximately 12% of the families use 
the wonderfuel for home heating. 
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WASHINGTON GAS LIGHT COMPANY 
“A Public Service Befitting the Nation’s Capital” 
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Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


Gas Utility Plans Holder 


HE Southern California Gas Company 
7 to construct a 10,000,000 cubic foot 
gas holder at its plant in Los Angeles. It is 
scheduled to be ready for operation early in 
January, 1942. 

The holder will rise 190 feet above ground, 
will be 273 feet in diameter, and will consist 
of five lifts operating from a pit 38 feet deep. 

Construction by the Bartlett Hayward di- 
vision of Koppers Company will be speeded 
due to national defense demands for additionai 
gas by shipyards and aircraft plants in Los 
Angeles and vicinity. 

Due to the priority demands for heavy steel 
in the national emergency, a concrete pit will 
be constructed instead of a steel tank. 


® 


Equipment Items 


New Dodge Job-Rated Trucks 
Embody Many Improvements 

Embodying new, more powerful engines and 
numerous advancements contributing to added 
pulling power, speed, stamina, long life and 
economy, a new line of Dodge Job-Rated 
trucks announced recently excels, not only in 
power but in efficiency of operation, any line 
of trucks ever produced by the Corporation, 

“according to D. Cosart, sales manager, 
truck division, Dodge Brothers Corporation. 

Improvements and advancements in the new 
trucks, are intended in every instance to enable 
the vehicles more adequately to meet require- 
ments of the intensive, long-range program of 
hauling increasing millions of tons of needed 
goods and materials at the accelerated pace of 
modern defense transportation. 

The complete new line includes 112 standard 
chassis and body models, on 18 different wheel- 
base lengths, ranging in capacities from half- 
ton pick-up and panel types to heavy-duty 
gasoline and Diesel powered prime movers. 

Improved in numerous and important re- 
spects, the new, powerful, Dodge-truck-built, 
six cylinder, high compression Job-Rated en- 





DICKE TOOL CO., Ine. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











gines retain all the well established features 
that have been proved through many years of 
use. 


Wiegand Introduces New 
Convection Heater 

Edwin L. Wiegand Co., Pittsburgh, Pa., an- 
nounces a new convection heater (Type C) 
rated 1500 to 3000 watts, for operation on 
115 or 230 volts, 60 cycle, a.c., and 115 or 230 
volts, d.c. 


Type C (Convection Heater) 


Curved baffles efficiently discharge warm air 
generated by Chromalox Finstrip heaters. The 
unit is furnished with two toggle switches, 
each controlling one-half the wattage, so that 
heater may be operated at either half or full 
heat. The heater is finished in bronze crinkle 
lacquer and floor mounting brackets. 


Ear Defenders Increase 
Workmen’s Efficiency 


For reducing the detrimental effects of noise 
upon workers, the Mine Safety Appliances 
Company announces a new  product—The 
M. S. A. Ear Defenders. 

Fatigue, irritability and nervous exhaus- 
tion experienced by workers in or about noisy 
operations are lessened by the use of M. S. A. 
Ear Defenders which, according to the man- 
ufacturer, reduce loud noises by 35-45 decibels 
or to about 1/10 their former loudness, yet 
are so designed that warning signals and con- 
versation can easily be heard. The resulting 
effect from the reduction of noise will enable 
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AMERICAN Experience 


is Your Insurance 


* When you specify or approve a line construction 
or service body, how can you know that it fully 
meets every requirement? 


That it has been designed and built by American 
is all the assurance you need. This company was 
the first in the field to specialize in standard equip- 
ment for public utilities. From the very outset, 
production was based on sound engineering; and 
this, plus the wide experience gained over the years, 
has produced in American bodies every feature that 
in any way contributes to efficiency, safety, comfort 
and economy. 


Write for descriptive literature. 
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THE AMERICAN COACH & BODY CO. 
Woodland Ave. at E. 93rd St., Cleveland, O. 
STANDARD EQUIPMENT FOR PUBLIC UTILITIES 
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the workmen to better concentrate on their 
jobs, and thereby increase their efficiency, 

Bulletin No. HA-1 describing the M. S. A. 
Ear Defenders in detail may be secured from 
the manufacturer, Pittsburgh, Pa. 


Silex Offers New Model at 
Lowest Cost in History 


The Silex Company, Hartford, Conn., has 
just introduced a new model at the lowest 
price in its history. Known as the Victory 
Model Silex Glass Coffee Maker, it will re- 
tail for only $2.45. 

The Victory Model introduces a new style 
note. Both upper and lower bowls are of an 
attractive Sandwich Glass design of genuine 
Pyrex Brand glass. This glass is tough, rugged, 
and_ heat-resistant. 

The Victory Model has the famous: Silex 
spring tension filter which checks grounds 
and sediment, and its new semi-wide neck is 
specially designed for both easy pouring and 
easy cleaning. 

This Victory Model is the Silex answer to 
the need today for more consumer goods with- 
out interference with the defense program. 


Aligning Features Improved 
in Egry Speed-Feed 

Major improvements in the widely used 
Speed-Feed, the exclusive Egry business aid 
that converts any typewriter into a continu- 
ous forms billing machine in one minute, are 
announced by The Egry Register Company. 

According to the manufacturer, automatic 
alignment of forms is now more positively 
controlled, irrespective of the size of forms 
or number of copies in the set. This is ac- 
complished by a simple, quick-acting regis- 
tration device, that aligns the succeeding set 
of forms as soon as the preceding form is 
written. This new development contributes 
to further speed and ease of operation, and 


to the improved appearance of all copies. 

Egry sales agents are now equipped with 
demonstration Speed-Feeds having the new 
aligning features. 


New “Rhythm Master” Timer Controls 
Note Sequence In Rittenhouse Chimes 


In connection with its announcement of new 
1942 models of electric door chimes, The A. E. 
Rittenhouse Company claims a distinct ad- 
vance in mechanical performance by reason of 
a newly designed timer which controls the note 
sequence in certain multi-note models. 


LLG Tt Tt a 


Improves Chime Tone 


Styled the “Rhythm Master,” this timer is 
said to have several distinctive features which 
contribute greatly to both chime tone and per- 
formance. It has only one moving part, and 
this is submerged in oil within a hermetically- 
sealed steel cylinder. 





This 500 KVA-3 phase, 60- 
cycle forced air cooled “Mobile 
Substation” was recently built for 
a large Eastern utility by the 
Pennsylvania Transformer Com- 
pany. 

Designed to meet the most 
rigid limitations of weight, 
height, etc., this compact, relative- 
ly small unit weighs 10,500 Ibs., 
approximately 5,000 Ibs. lighter 
than the average self-cooled trans- 
former of the same capacity. 
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The simplicity of design and operation in 
oil, combine to reduce wear to a point where it 
is practically eliminated, according to the manu- 
facturer. There is no possibility of arcing, at 
contacts, and performance is noise-free thus 
assuring the full richness of the chime reso- 
nance, unmarred by mechanical noise distor- 
tion. 

The unique principles of design are fully 
protected by patents, according to the company, 
and the Rhythm Master will be exclusively a 
Rittenhouse feature. 


Lo-Volt Transformer 


A new safety device for workmen using 
electrical extensions in damp, all metal or 
otherwise hazardous locations is announced by 
the Ideal Commutator Dresser Co., 1558 Park 
Avenue, Sycamore, Illinois. 

It is comprised of a step down transformer 
that is easily plugged in between the power 
supply and the extension to reduce the exten- 
sion voltage to a harmless 6 volts. Thus, the 
danger from shock caused by bad sockets or 
defective extension cords is eliminated. 

The Ideal Lo-Volt Transformer is particu- 
larly recommended for inspection of main- 
tenance work in damp, hazardous locations. 


Network Calculator Shipped to 
Potomac Electric Company 


Engineers at the Potomac Electric Power 
Company will soon have a powerful tool to as- 
sist them in the design and operation of their 
electrical system. The device, a 110 circuit a-c 
network calculator built by Westinghouse, is 
now being installed in Potomac Electric’s en- 
gineering offices. 

Eliminating the 


necessity of ponderous 
mathematical. calculations, the system can be 
quickly altered to study a number of condi- 


tions in a very short period. It will be par- 
ticularly useful in determining the most 
economical method of connecting a new trans- 
mission line and in simulating the effect of 
tap-changing transformers and condensers. 

At the present time when power lines are 
being taxed to full capacity, the calculator will 
prove invaluable in pointing the way to maxi- 
mum utilization of central station generation 
and distribution facilities. It will also be used 
to predetermine the effect future expansion 
will have on the existing system. 

The calculator will be used to analyze regu- 
lation short circuit and stability problems on 
either the existing or planned electrical systems. 





MARTENS & STORMOEN 
successors to 


THONER & MARTENS 
Disconnecting and Heavy Duty Switches 


15 Hathaway St., Boston, Mass. 











Catalogs and Bulletins 


Deltabeston Wire and Cable Catalog 


A new catalog on Deltabeston asbestos- 
insulated and glass-insulated wires and cables 
has been published by the Deltabeston sales sec- 
tion of the General Electric appliance and 
merchandise department, Bridgeport, Conn, 
This catalog illustrates and describes the 
whole Deltabeston line, including power cables, 
switchboard wires, appliance wires, fixture 
wires and cords, locomotive cords, magnet 
wires, etc. 

Much technical data is given in the catalog 
on materials used in the manufacture of Delta- 
beston wires and cables and on the construc- 
tion of wire. Tests made are described. 

Copies of this catalog (59-104B) may be 
secured from General Electric Co., Bridgeport, 


New Bulletin Describes 
Hipersil Transformers 


Distribution transformers up to 500 kva 
made of Hipersil, the newly developed sili- 
con steel, are described in a 22-page bulletin 
issued by Westinghouse Electric & Mfg. Co. 

Use of Hipersil to give better regulation, 
increased flux, and reduced size and weight 
is discussed in detail. A description of mag- 
netostriction tests shows why Hipersil in- 
creases the flux without raising the sound 
level. Manufacture and assembly of trans- 
formers are described and illustrated. 

A copy of bulletin B-2287 may be secured 
from department 7-N-20, Westinghouse Elec- 
tric & Mfg. Co., East Pittsburgh, Pa. 


Flow Meters 


Cochrane Corporation, Philadelphia, has re- 
cently issued Publication 3010, covering in- 
strument applications to gas and fluid measure- 
ment. 

Descriptions of operating details are given 
for ten different types of instruments and 
construction features for both electrical and 
mechanical flow meters are explained. Spe- 
cial sections are devoted to control applica- 
tions, dual range recorders, detached instru- 
ments and summation meters. 


New Bulletin On Texrope Sheaves 

Full descriptions of Allis-Chalmers Tex- 
steel and Texdrive Sheaves—steel and cast 
iron sheaves for Texrope Drives from frac- 
tional to 25 horsepower—are presented in new 
bulletin B-6047 just issued by the Allis-Chal- 
mers Mfg. Co. 

Handy ‘tables i in the book list available sizes, 
various dimensions and list prices. A section 
is also devoted to the new Texrope Super-7 
V-belts. 


Conductivity Measurement and 
Control Instruments 

To simplify the selection of the instrument 
best fitted for a given application, a condensed 
listing and price list of types and models has 
just been issued by Industrial Instruments, 
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CIRCULAR COILS 

. the same as in Pennsylvania Power 
transformers . . balanced against short 
circuit stresses. 


SAFE, PLIABLE INSULATION 

Open type coil construction permits im- 
pregnation in varnish at low temperature 
(105°C) assuring safe, pliable insulation. 


SURGE RESISTANCE 

Transformer insulation is properly co- 
ordinated with flash-over of bushings, 
thus providing necessary surge-resisting 
qualities. 


STURDY TANK CONSTRUCTION 

Copper-bearing steel plate tanks with rein- 
forced curled top and lock-seam-weld bot- 
tom to protect against moisture and rust. 


EXTERNALLY BOLTED BUSHINGS 
This method of attaching bushings pro- 
vides maximum accessibility and elimi- 
nates necessity for handling tools inside 
of transformer. 


OVERLOAD CAPACITY 
Low temperature gradient between copper 
and oil, due to open-type coil, permits 
heavy overloads with safety! 


C iim them point for point 
and you will find many funda- 
mental improvements of construc- 
tion that distinguish Pennsylvania 


Distribution Transformers, in de- 
sign and in performance. Listed at 
the left are but a few of many 
Pennsylvania advantages which so 
assuredly mean longer life, reduced 
upkeep and dependability under 
severest operating demands. 


Get the facts . . . let us demonstrate to you what Penn- 
sylvania engineering means in economy and efficiency. 


TRANSFORMER COMPANY 


1701 ISLAND AVENUE, N. S., PITTSBURGH, PA. 
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Inc., 156 Culver Ave., Jersey City, N. J. and 
is available on request. 

The listings include the Solu-Bridge, Solu- 
Bridge Controller, Conductivity Bridge and 
Cells, Mega-Bridge, Decade Capacitor, and 
Distilled Water Checker. The concentration 
ranges or ohmages and other pertinent data are 
included for ready reference, together with 
latest prices. 


¥ 


Manufacturers’ Notes 
Johns-Manville Appointments 


The election of John A. O’Brien to the post 
of vice president of Johns-Manville Sales 
Corporation was announced on October Ist by 
Lewis H. Brown, president of Johns-Manville. 

Mr. O’Brien will continue his duties as gen- 
eral sales manager of the power products and 
industrial department, a post he has held since 
1938. He is a member of the J-M Quarter Cen- 
tury Club, having begun his career with the 
company in 1915, and is a member of the En- 
gineers Club, New York. 

The appointment of R. F. Orth as manager 
of Johns-Manville’s Public Utility and Elec- 
trical Department was anounced this week by 
T. K. Mial, J-M vice president in charge of 
industrial sales. 

Mr. Orth joined the Johns-Manville organ- 
ization in 1924, and since that time has served 
in various capacities. In 1940 he was made 
staff manager for J-M Transite Pipe Sales in 
the West with headquarters at St. Louis, a 
position which he held until his recent move 
to New York to jake over his present duties. 


_ Nelligan Elected President 
Easy Washing Machine 


H. Paul Nelligan, formerly vice president 
and general counsel of Easy Washing Ma- 
chine Corporation, has been made president to 
succeed J. C. Nelson, who has been elected 
chairman of board. 

W. Homer Reeve, who has been serving as 
acting sales manager, was appointed sales 
manager. 


Johnston-Jennings Appoints 
Five More Representatives 


The Johnston & Jennings Co., Cleveland, 
Ohio, manufacturers of the Stowe Stoker, has 
announced the appointment of the following 
five additional Stowe Stoker representatives : 





70 MASTER-LIGHTS 
®@ Electric Portable Hand Lights. 
© Repair Car Spot and Searchlights. 
© Emergency (Battery) Floodlights. 
CARPENTER MFG. CO. 


179 Sidney St., Cambridge, Mass. 
MASTER-LIGHT MAKERS 








Murray G. Day, Boston, Mass.; W. H. Ed. 
wards Engr. Co., Indianapolis, Ind.; George 
W. Hoyns, New York, N. Y.; Henry J. Kauf. 
man, Chicago, Ill.; Kent-Ervin Engr. Co, 
Minneapolis, Minn. 


G-E Appointment 


Warren C. Hutchins has been appointed 
manager of sales of the General Electric spe. 
cial products section of the industrial depart. 
ment, according to an announcement by J. E, 
N. Hume, G-E commercial vice president. Mr. 
Hutchins succeeds Dr. H. A. Jones, now in 
charge of sales of nonradio electronic tubes, 

In his new capacity, Mr. Hutchins will be 
responsible for sales of special devices de- 
veloped in all the laboratories of the General 
Electric Company for use throughout indus- 
try. 


Executive Promotions Announced 
by Westinghouse 


Three promotions to new executive positions 
in the lamp division of the Westinghouse 
Electric & Mfg. Co., are announced by D. S. 
Youngholm, vice president. 

W. B. Gero becomes manager of lamp and 
parts manufacturing, George W. Keown, man- 
ager of special products manufacturing, and 
Otto R. Wollentin, manager of equipment and 
maintenance. 

Mr. Gero was formerly assistant manager 
lamp manufacturing, a position he has filled 
since 1937. 

With Westinghouse since May, 1928, Mr. 
Keown was a member of the commercial en- 
gineering department until transferred to the 
works manager’s staff in September of last 


year. 

Mr. Wollentin joined Westinghouse in Oc- 
tober, 1917, as a machinist. In February, 1935, 
he became assistant superintendent of the 
equipment division, and superintendent in De- 
cember, 1937. 


New Open-Hearth Furnace for 
Wisconsin Steel Works 


First steel was recently poured from a new 
150-ton open-hearth furnace at the Wisconsin 
Steel Works of the International Harvester 
Company, the first addition to the open-hearth 
steel-making capacity of the Chicago district 
as the result of new construction, since the 
advent of the national defense program. — 

The open-hearth furnace just tapped is one 
of two new ones built by the Harvester com- 
pany to increase the steel ingot capacity of its 
Wisconsin Steel Works. The two new furnaces 
will add approximately 160,000 tons of steel 
to the annual capacity of the Chicago steel 
district, and will increase the annual capacity 
of the Wisconsin Steel Works to approxi- 
mately 860,000 net tons of ingots. 

In addition to the two new open-hearths, a 
220-ton crane, a charging machine and a 2-hole 
soaking pit were constructed as part of the 
same expansion program. The total cost of 
the construction job was approximately $1,- 
500,000. 
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Friendly Greetings to the 


A. G. A. Convention 


at Atlantic City, N. J. 


from the 


Gulf States Utilities Company 


Baton Rouge, Louisiana 








Here's the money-saving answer to your purification 
problems—Connelly IRON SPONGE—a patented product of 
extra high capacity, guaranteed to meet every purification re- 
Made in U.S.A. quirement efficiently and economically. 
100% Thruout the country, in hundreds of plants, Connelly Iron 
America® Sponge has demonstrated not only its exceptionally low cost 
materials per 1,000 feet of gas purified, but its amazingly low main- 
tenance cost as well. 
For more than 64 years Connelly has been solving purification 
problems and cutting purifying costs. Consult us today. 
There’s no cost or obligation. 


C 0 N N E L a y CHICAGO, ILLINOIS 
ELIZABETH, WN. J 
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Dig at EXTRA Profits with 
“TLEVELANDS™ 


f 


a) 
Od 


CLEVELAND 2 = CLEVELAND 
Model 95 = oe Model 110 


the REASON 


— . S 
Every foot of trench uy »” CLEVELAND 
machine dug means at PTS @ Model 140 
money saved. And u a 
“Clevelands” speed up 
practically every operation incidental to sasidhetibee! trenching. 
Compact, fast, flexible, and with all dead-weight eliminated, yet powerful and 
rugged enough for the toughest task, in any soil or on any terrain “Clevelands” 
fit into more jobs assuring most “machine-trench” at least cost. Prove their value 
on your own work. Write today for details. 


A big time-saving “Cleveland” 
feature—Truck speed transporta- 


tion on special trailers. THE CLEVELAND 
TRENCHER COMPANY 


"Pioneer of the Small Trencher" 


20100 St. Clair Avenue 
Cleveland, Ohio 
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To the AGA Convention 


Atlantic City, N. J. 






Best wishes for a most 


successful meeting 


LOUISIANA POWER & LIGHT COMPANY 


NEW ORLEANS, LA. 

















Wilson, Herring and Eutsler's 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 


N analysis of the nature, extent, and problems of 

public utility regulation in the United States, 
with emphasis upon the expanding role of the Federal 
Government in the regulation of public utilities, its 
activities in undertaking power projects and pro- 
moting rural electrification, and the issues involved 
in governmental ownerships. The well-rounded treat- 
ment and critical viewpoint will be of aid to all who 
are interested in evaluating the present status of 
public utility regulation, its strengths, weaknesses, and 
significance for privately-owned industry. 


Order from 


Public Utilities Reports, Inc. 
Munsey Bldg. Washington, D. C. 








DAVEY TREE TRIMMING SERVICE 





1846 1923 





JOHN DAVEY 


Founder of Tree Surgery 


Guarding Good Will 


@ Carefully Selected Men 
@ Invariably Tactful 

@ Uniformly Intelligent 

@ Painstakingly Trained 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 
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Your business form requirements are more than 
met by the variety of quality forms manufactured 
by Egry. Continuous Forms with or without inter- 
leaved one-time carbons; Allset and Foldover indi- 
vidual unit sets; padded and special forms... 
engineered to your individual requirements ... a 
complete form system to expedite the writing of all 
initial records. & 

A request will bring a special prepared brochure 
containing samples of Egry forms now in use by 
utilities. Address Department F-1023. 





The EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL [om Gy we @ 22.) 


The Egry Register Ce., (Canada) Ltd. King & Dufferin Sts., Toronto, Ontario, Canada 
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To the Delegates and Guests 


attending the 
AMERICAN GAS ASSOCIATION CONVENTION 


Greetings and Best Wishes 


fora 


Successful Meeting, 


from the 


SOUTHERN UNION GAS SYSTEM 


DALLAs, TEXAS 

















MEN AT WORK 


Through men and money 
at work, Jersey Central 
is building up plant and 
equipment, and rendering 
a better service to cus- 
tomers. Last year $600,- 
000 was expended in ad- 
ditions to property, equip- 
ment, replacements and 
maintenance. 


The aggressive promo- 


tion and sale of merchan- 
dise also contribute to 


the progress of our gas JERSEY CENTRAL 


business, appliance sales 


last year totaling $261,000 POWER & LIGHT Co. 


against $230,000 in 1939. 
SERVING 278 NEW JERSEY COMMUNITIES WITH GAS & ELECTRICITY 
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start OF A 
METERING 
PROGRAM 





Water Meters 
Deo 


Greatly reduce 
water waste 
e 
Keep down 
pumping costs 
e 
Conserve 
water reserves 
° 
Distribute water 
costs fairly 
. 
Reduce 
water rates 











That 


KEEP DOWN METER COSTS 


talén Meter. 


Se Down 


METERING & 
PROGRAM = COMPLETED 


FTEN—too often—in many communities, 
the question of installing new pumps 
and larger water mains has loomed un- 
pleasantly before a dollar-conscious Water 
Board. Increased water consumption made 
the expense seem all too inevitable .. . until 
water meters were put on the job to check 
up on water wastes ... then pumping costs 
took a downward turn! The result (judging 
by actual experience in a number of cities) 
was that buying new pumps, or laying larger 
mains, or increasing storage capacity has 
often been postponed for years ... and there 
have been many notable reductions in 
sewerage expenses too, because the less 
water used, the less water was passed 
through sewers ... thanks to the watchful- 
ness of water meters. 


NEPTUNE METER COMPANY - 50 West 50th Street - NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 

Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada. 
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@ One of a series of advertisements outlining the Writ 
five ways in which Water Meters increase 
operating efficiency, reduce costs and add to 
the revenue of the modern Water Works. 
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YOU GET MORE 


and better service from the 
Kinnear Rolling Door! Its efficient 
interlocking slat curtain 

opens straight upward and 

coils compactly 

out of the way and 

out of reach of damage. Its 
tugged, all-steel construction 
defies intruders and saboteurs; 
resists storm damage; gives you 
extra fre protection. And there is 
nearly half a century of 

proved durability and 

low maintenance back of the 
Kinnear Rolling Door. 


It will pay you to install them. 
Write for details today! fexe) @ I.“ Coms texted ss 


THE KINNEAR MANUFACTURING COMPANY 


2060-80 FIELDS AVENUE - - - COLUMBUS, OHIO 
Facto CC hinchits, CE, a Sian g rane fay oO, c 
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THE UNITED 


LIGHT AND POWER 


COMPANY — 





~“Ower speaks 
louder than 
Words * a 


IN I’2-TON DODGE TRUCK 





PLENTY OF POWER—in 

truck that fits the job- 
means extra performance, e: 
tra dependability, economic. 
operation and extra long lif. 


That’s the kind of truck yc 
want and need today—ar 
that’s the kind you get whe 
you get the right Dodge Joi 
Rated truck to fit your jo 
See your Dodge dealer . . 
today! 


Prices and specifications 


subject to change with- Flee 


out notice. 
BECAUSE OF 
CHRYSLER 
CORPORATION 
ENGINEERING 











DEPEND ON 


DODGE PRODUCTS FOR NATIONAL DEFENSE: ODGE 
Command Reconnaissance Cars ° Field Radio Cars 


TRUCK. 


* Troop and Cargo Motor Transports * Weapon 
Carriers * Army Carry-Alls * Ambulances * Dura- 
lumin Forgings for Bomber Fuselages * Parts and 
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FOR SIMPLIFIED SWITCHING... 


4-WAY, 4-PORT VALVE 
90° TURN 


3-WAY, 2-PORT VALVE 3-WAY, 3-PORT VALVE 
90° TURN 90° TURN 


3-WAY, 3-PORT VALVE 3-WAY, 3-PORT VALVE 
180° TURN * 270° TURN 


PPMP LP EV=> 





_ _MERCO NORDSTROM VALVE CO. 


A Subsidiary of PITTSBURGH EQUITABLE METER CO. 
WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 


Main Offices: 400 Lexington Ave., PITTSBURGH, PENNA. 
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Meeting All Needs of Important 
Rochester Defense Industries 


Some of the most important defense industries in the country 
are located in Rochester, New York, center for manufacture 
of photographic and optical goods, machine tools and pre- 
cision instruments. We are proud of the privilege of supply- 
ing electric, gas and steam services to these and other essen- 
tial Rochester industrial plants, and we are even prouder of 
the fact that our facilities enable us to meet all their present 
needs and are being expanded sufficiently to meet even 
heaviest future demands. 


Rochester Gas & Electric Corporation 
Rochester, N. Y. 








Now ... the complete, one-volume key to 


INSULATION 


—kinds, applications, testing, theory 











Here is a new and helpful guide for all concerned with the design and use 
of electrical apparatus—a book that covers all aspects of its insulation— 
concisely reviews the theory—describes and compares the materials—and 
gives complete details of the insulation problems present in all types of 
electrical apparatus and how they are solved. 


INSULATION OF ELECTRICAL APPARATUS 


By Douglas F. Miner 


George Westinghouse Professor of Engineering 





SEnoupwn— 


18 chapters cover: 


+ Dielectric Phenomena 

» Theories of Dielectric Behavior 

. Factors Affecting Dielectric Behavior 
. Insulating Materials 

. Industrial Motors and Generators 

» Large Rotating Machines 

. Control Apparatus 


Transformers and Reactors 


. Circuit-breaker Principles 


. «inate -breaker Constructions 





, Lightning Arresters 

. Capacitors 

» Heating Appliances 

» Lamps and Tubes 

. Meters, Instruments, and Relays 
. Insulating Testing 

. High-voltage Testing Equipment 


Carnegie Institute of Technology 


450 pages, 6 x 9, 306 illustrations, $5.00 


This book bridges the gap between the more theoretical treatments of dielectric 
phenomena and the needs of engineers and designers for data on present-day insulation 
practices. 

From it the reader can get everything necessary to an intelligent approach to insula- 
tion problems—a correlation of the theoretical and the practical—plus many facts and 
data to help in design or selection of electrical apparatus. 

The section on applications is presented in great detail—covers many specific types 
of apparatus, breaking each one down to show every insulation requirement and best 
practices in handling it. 

Send check, money order or cash to 


PUBLIC UTILITIES FORTNIGHTLY, MUNSEY BLDG., WASH., D. C. 
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O one knows which came first, no one 

is particularly interested, and no one 
is ever likely to know. Actually it makes no 
difference—they’re both necessary to each 
other. It’s the same with modern store 
fronts and illuminated exteriors. 


A modern store front needs increased 
illumination for full effectiveness—and the 
best way to sell increased illumination, is by 
using a new front as a lever. 


Which came first? Who cares? Each 
now depends on the other—and both are 
essential. 

It’s only logical, then, for those interested 
in selling increased illumination to give a 


hand to store modernization in general— 
and vice versa. For our part, the sale of a 
store front usually means much greater 
illuminated areas—signs, vestibules, pilasters 
and piers—novel uses of light and glass to 
attract attention—for we know a well- 
lighted front will be most effective. 


For your part, suggest a new front. It 
will give you more to work with .. . more 
to illuminate successfully—more possibility 


of an increased load. 


When you think of store fronts, think of 
“Pittsburgh” Pittco Store Fronts .. . the 
leader in the field. 


ITTCO STORE FRONTS 


PITTSBURGH PLATE GLASS COMPANY 
"PITSBURGH  slonah for Duality Glass and ttl 
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Materials MUST Get Through! 
«and Internationals Are Moving Them 








International Trucks are carrying extra-special 
cargoes these days—important loads that must 
get through on schedule. 


The built-in stamina and power of Internationals 
is showing up every day on this kind of hauling. 
All over the country, Internationals are having to 
work harder—and live longer. There is less rest 
between hauls, fewer empty returns, more double- 
duty. New standards of endurance are being set 
up. And that’s where Internationals step out in 
front. 


Turn your MUST hauling assignments over to 
economical, dependable Internationals. Com- 
pany-owned branches and International Truck 
dealers from coast to coast are at your service. 


INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue Chicago, Illinois 


ee 
| 








Keep ‘em ROLLING! 


Time is money on cross- 
town and cross-country haul- 
ing these days. Avoid de- 
lays by keeping your Inter- 
national Trucks in tiptop 
shape. Expert servicemen 
are ready to serve you at all 
branches and dealers to keep 
your trucks on the job. 
Keep ’em rolling! 





INTERNATIONAL TRUCKS 
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TL” FOR DEFENSE! 


ON TIME... tunning on schedule! 


That’s the report for Transportation! By 
land, by water, by air, Transportation is 
ready. Ready to speed Defense on its way. 
Ready with more speed! 


Transportation is a part of everything 
America produces. It is part of every gun 
and plane and tank and battleship. Trans- 
portation is movement. Keep it fluid and 
Defense s~ >eds on. Freeze it and everything 
stops. 


Transportation is the lifeblood of American 
Production. Steel rails are the backbone. 
And the rails are ready. $101 billion in- 
vested since 1920 .. . locomotives with 
43% more pulling power ... bigger freight 
cars with six times the mileage between re- 
pairs ... more adequate yards and terminals 
... heavier tracks . . . better signals .. . 
more efficient traffic management, which 
last year saved loading space equal to 30 
thousand carloads. 


Today freight moves two-thirds faster. 


And since 1920 two new Transportation 
plants have sprung into being. Freight rolls 
on rubber over $21 billion worth of high- 
ways Criss-crossing the continent. Ready for 
Defense are 600 thousand commercial 
trucks and a reservoir of 4 million more 
owned by farmers and various businesses. 


And freight takes wings! Passengers, mail, 
and freight-by-air link every state and all 
the Americas. 


Since 1920 America invested $80 billion in 
Transportation ‘ facilities. In highways, 
trucks, airlines, ships, waterways, railways. 
That’s almost twice the total invested in the 
preceding 100 years. What did we get for 
the money? A transportation plant which in 
extent, Capacity, variety, and flexibility has 
never been approached here or elsewhere in 
the world. 


The American Defense Program is the most 
gigantic effort any people, any nation, have 
ever undertaken. Transportation reports for 
Defense, On Time! 


As Transportation comes to the fore in 
news and politics, writers and speakers on 
public affairs will need the guidance of such 
surveys as ‘““Transportation Reports For De- 
fense,” September issue, Nation’s Business. 
You are free to quote from this article. 
Write for a reprint. 


* 
This message is published by 


NATION'S BUSINESS 


It is the 57th of a series contributed toward a better un- 
derstanding of the American system of free enterprise. 
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Performance 


THE VERSATILITY, readiness, economy and clean- 
liness of Natural Gas have won a host of loyal 
friends for this nature-endowed fuel. Research, 
testing and standardization have broadened mate- 
rially the services which it performs. Adequate re- 
serves, combined with efficient distribution, con- 
tribute to the vitality of the natural gas business, 
making it an enduring factor in human welfare. 


During the past thirty years the marketed production of 
Natural Gas in the United States has increased from 0.41 
to 2.37 trillion cubic feet—nearly a six-fold expansion. 


Every employee in the gas industry represents an invest- 
ment, for plant and equipment, of about $37,000, exceed- 
ing comparable investments in the automobile, steel and 
railroad businesses combined. 


Approximately $5,000,000,000 of capital is required for 
serving more than 17,000,000 commercial, industrial 
and residential gas customers throughout the nation. 


* * * 


Columbia System, besides supplying Natural Gas to upwards of 
a million consumers, provides some 375,000 users 
with electric light, heat and power. 


COLUMBIA GAS & ELECTRIC 


CORPORATION 
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HOOSIER ENGINEERING PANY 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 


Canadian Hoosier Engineering Company, Lid. 
Montr 


ERECTORS OF TRANSMISSION LINES 
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# U.S.DEFENSE PLANT & 





Time’s short... 








and Defense Plants can’t wait! 


HROUGHOUT the length and breadth of 

Long Island national defense is on the 
march. In no small measure, Long Island 
Lighting System's long-time policy of being 
ever prepared to meet new needs for elec- 
tricity and gas has made this possible. 

All around us, we now see new and ex- 
panding industries, growing army posts, 
multiplying defense projects, more homes 
for thousands of new workers. Over night 
they seem to have gone up. Long Island, of 
course, offered ideal locations to them. Our 
communities are strategic and they provide 
many outstanding advantages. 

Important, among these advantages, is 
an adequate, and reserve, supply of elec- 
tricity and gas. If that had not been promptly 
available, many of the defense plants we 
see would have had to look elsewhere. 

Long Island Lighting System was pre- 





pared. We had facilities all ready to serve 
them. Few people stop and realize it, but the 
utilities which furnish electricity and gas 
cannot build plants and equip them, with 
their intricate machinery, in a day, or a 
month, or a year. It takes, actually, about 
two years to complete a modern electric 
generating station. 

Today, when the Island's aviation indus- 
try calls for more power it is there . . . more 
gas is available too for both domestic and 
industrial uses. That is one reason why 
Long Island is a good place for industry to 
locate. This instant availability reflects the 
policy which the Long Island Lighting 
System management has always main- 
tained ...to grow soundly with Long Island 
... to look ahead, plan ahead and build 
ahead in order to keep pace with the 
important territory it serves. 


Let’s Go, Long Island—‘‘Keep ’Em Flying!” 


Long Island Lighting Company 


Queens Borough Gas & Electric Company Kings County Lighting Company 


Nassau & Suffolk Lighting Company 





Long Beach Gas Company, Inc. 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 






Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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| Greetings from the 
| 


Oklahoma Natural Gas Company 


to the 





23rd Annual Convention of the 


American Gas Association 


Atlantic City, New Jersey—October 20-22, 1941 
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result from metering modern appliance 
loads with these nce 
With modern Sang 
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SANGAMO ELECTRIC COMPANY 
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BAYER SOOT CLEANERS 


APPLIED TO 


MODERN PUBLIC UTILITY BOILERS 
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2500 H.P. BOI 


LERS 


660 LB. PRESSURE 


THE BAYER COMPANY st. Louis, missouri 




































































PULV. COAL FIRED 
770° F. STEAM TEMPERATURE 
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MUKRE EBLEVINLUL MEAL 


vy 
CHROMALOX electric heaters help defense 
manufacturer solve two fuel oil problems 


A large industrial concern installed a 6000-gal. underground tank holding 
a grade of fuel oil that became viscous in cool weather. 


Problem No. ]— oi when cold was too heavy to flow or pump. 


Underground steam coils might have served, but the necessary boiler 
and installation would be expensive and time-consuming. 


Solution — Two 12-kw. Chromalox heaters with high risers (as shown 


in photo at left) were inserted in the manhole near the 2-in. outlet 
pipe. These units raise the oil temperature to around 100-deg. F. 
for easy pumping. No waiting for steam pressure, no piping leaks, no 
condensation troubles, no firing expense —and production for 
defense was speeded up. 


Problem No. 2- oi must be delivered to the burner preheated 
to 185-deg. F. 


e 
Solution — 30-kw. of Chromalox immersion heaters inserted in the 
preheating tank raise the oil to the desired temperature. 


LECTRIC HEAT 
to the rescue 


was a simple job to X P - P 
ert two long Chroma- Result — A quick, economical installation and a thoroughly gratified 


units into the oil 

k, and install several customer. } 
romalox immersion Chromalox engineers helped bring about this result—as they 
a oe have done in many hundreds of similar cases. They are glad 


ove) in the preheat- ‘ 
gtonk, to make heavy to work with you and with your customer. Just say the word. 


| oil flow and burn 
I = EDWIN L. WIEGAND COMPANY 
7500 THOMAS BLVD. ° PITTSBURGH, PA. 


CHROMALOX 
~—~ Ye produilion booster 











BOTH must breathe 


T 30,000 feet—above all animal life, 
10,000 feet above the extreme limit of 
Alpine mountain vegetation, higher than 
Everest, higher even than the South Amer- 
ican condor soaring over Chimborazo— 
MAN FLIES! 

Another medium has been added to the 
land and the sea, almost another dimension 
has been added to the air itself—the strato- 
sphere. Here, planes can travel phenome- 
nally fast, amazingly far; here are the high 
roads for today’s bombers and tomorrow’s 
transports; here are the new high battle- 
fields where a superplane may rise to 
dominate the skies—and the earth be- 
low. 

But at 30,000 feet in the stratosphere 
the air is so thin that no human lungs and 
no airplane engines can breathe deep 
enough to sustain life. 

Yet with the aid of oxygen masks man 


GENERAL @) ELECTRIC 





Y/ 


! 


/ 


\ 


Meet: 


breathes and survives; and, with the aid of 
turbosuperchargers, American-built  en- 
gines can breathe and fly nearly seven 
miles up—‘‘on top” of the best combat 
planes of any other nation. 

More than 20 years ago a General 
Electric engineer, Dr. Sanford A. Moss, 
equipped a Liberty engine with a turbo- 
supercharger that he had designed. And 
for more than 20 years, while America’s 
aeronautical engineers designed ships to fly 
farther and faster, General Electric engi- 
neers worked to perfect the machine that 
would enable them to fly higher and 
higher. 

Today, no bombers can fly farther than 
our American bombers, no combat planes 
can fly faster than our American inter- 
ceptors. And, thanks to the turbosuper- 
charger, no enemy planes can rise above 
them. General Electric, Schenectady, N. Y. 
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Built to be first... 


«v CHEVROLET = 


that fully live up to the 
OLD CHEVROLET TRADITION 


of Performance, 






Economy and 






Extra-Long Life 
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bo- In TIMES like these, no news is g00d news when it comes to truck 
\nd@2nnouncements. And there is no news about the 1942 Chevrolet 
rs Tuck engines—they are the same powerful and durable engines as 
fly were used in 1941—with the same time-proved cast-iron pistons 

’ @(Chevrolet has made 80,000,000 cast-iron pistons in 20 years). And 
ig Bthere’s no news about the chassis—built up of Chevrolet’s time- 
hat proved units, unchanged in frame, axle, transmission, clutch, 
steering, braking. 
’ Chevrolet offers 60 models—on nine different wheelbases—a 
truck to suit your needs, a truck to suit the times. 

This year, $0 Chevrolet—and you'll be all set to go for years to 
er-gcome—because Chevrolet, long the leader in value and sales, is 
ed built to be first in performance, economy and durability. 


yve CHEVROLET MOTOR DIVISION, General Motors Sales Corporation 
Y DETROIT, MICHIGAN 


|“THRIFT-CARRIERS FOR THE NATION”’ 
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BOILERS, PIPING and 
other equipment insu- 
lated with J-M 85% Mag- 
nesia are fully protected 
against excessive heat 
losses. 


ae any insulation will save you 
some money on fuel. But to get fuel 
costs down to rock bottom . . . and to 
keep them there . . . it takes the one 
correct insulating material, applied in the 
one most economical thickness. 

To assure every saving possible with in- 
sulation, leading power plants rely on the 














J-M Insulation-Engineering 

Service. J-M Engineers offer 

you specialized experience 

and training that enable 

them to trace down costly 

heat losses that might other- 

wise go unnoticed. From the 

complete line of J-M Insu- 

lations, they can recommend the exact 

amount of the right material that as 

sures maximum returns on your insulat- 
ing investment. 

For full information on this helpful free 

service and data on all J-M Industrial 

Insulations, write for Catalog IN-55A. 


» Johns-Manville, 22 E. 40th St., N.Y.C. 





Johns-Manville INDUSTRIAL INSULATION’ 


FOR EVERY TEMPERATURE...FOR EVERY SERVICE... 


Superex ...85% Magnesia.. 


. JM-20 Brick... Sil-O-Cel C-22 Brick .. 
J-M No. 500 Cement... Sil-O-Cel C-3 Concrete . 


Sil-O-Cel Natural Brick... 
Mate lalatt icy ‘ 
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Exide 


BATTERIES 


THEN— 


PEOPLE CALLED 
STORAGE BATTERIES 
IMPRACTICAL 


IFTY - THREE years ago, 

when The Electric Storage 
Battery Company began the 
manufacture of Exide Batteries, 
business men were skeptical. 
Storage batteries, they said, 
were little more than laboratory 
experiments . . . they had no 
practical value. 

Naturally these men could 
not have foreseen the needs that 
would arise for storage batteries 
as the years rolled on. Neither 
did they reckon with the pro- 


gressiveness of Exide engineers 
whose inventive genius has been 
largely responsible for the de- 
velopment of storage batteries 
designed to meet those needs. 

But today the whole world 
relies on storage batteries. And 
it knows, too, that there is no 
name more highly esteemed, no 
battery more highly regarded, 
than that which bears the name 
EXIDE—product of more than 
half a century’s battery- building 
experience. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 


Exide Batteries of Canada, Limited, Toronto 
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PROFESSIONAL DIRECTORY 
® This Directory is reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 


ports, investigations, design and construction. « « « « « 


THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORE PHILADELPHIA CHICAGO 


PACKARD BUILDING 











oesien ——_ FOKY, Bacon « Davis, anc. wre case 


CONSTRUCTION ° APPRAISALS 
Engineers 
OPERATING COSTS INTANGIBLES 


VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON CLEVELAND OHIOAGO 








J. H. MANNING & COMPANY 


120 Broad Field Buildi 
aoa” ENGINEERS a 


New Yor 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 
Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 
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PROFESSIONAL DIRECTORY (continued) 





STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON e NEW YORK « CHICAGO e PITTSBURGH ¢ SAN FRANCISCO e LOS ANGELES 








BARKER & WHEELER, ENGINEERS Francs S, Hammay 


DESIGNS AND CONSTRUCTION — OPERATING ENGINEER 


BETTERMENTS — COMPLETE OFFICE SYSTEMS — . ee 7 
MANAGEMENT — APPRAISALS — RATES Appraisals—Original Cost Accounting— 
Rates—Depreciation—Trends 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 122 SoutH MicHicAN AVENUE, CHICAGO 








BLACK & VEATCH JACKSON & MORELAND 
ENGINEERS 


CONSULTING ENGINEERS 
Appraisals, investigations and re- PUBLIC UTILITIES—INDUSTRIALS 
grt, dein oad perio of te camel Se eae 
struction of Public Utility Properties ECONOMIC AND OPERATING REPORTS 


4706 BROADWAY KANSAS CITY, MO. sosTON NEW YORK 








H. T. CANFIELD JENSEN, BOWEN & FARRELL 
ENGINEERING ASSOCIATES Engineers 


‘ Economic - Business Reports, Ann Arbor, Michigan 

ates, Regulatory Problems and Proceedings, A 1 I eles R a 
Investigations, Valuations, Cost Studies. ppraisa > = Sevens» — 
rate inquiries, depreciation, fixed capital 
61 BROADWAY NEW YORK reclassification, original cost, security issues. 








EARL L. CARTER SLOAN & COOK 


Consulting Engineer CONSULTING ENGINEERS 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 120 SOUTH LA SALLE STREET 
CHICAGO 


PUBLIC UTILITY 
VALUATIONS AND REPORTS Appraisals—Original Cost Studies 
910 Electric Building Indianapolis, Ind. Depreciation, Financial, and Other Investigations 








ROBERT E. FOLEY J.W. WOPAT 


Consulting Engineer 


Construction Supervision 
Appraisals—Financial 
Rate Investigations 


Erecting Engineer 


Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 1510 Lincoln Bank Tower Fort Wayne, Indiana 

















Mention the FortNIGHTLY—I? identifies your inquiry 





‘ 


‘ 
Public Utilities Fortnightly 


October 23, 1941 





—— 


INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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American Appraisal Company, The 
American Dench & Body Co., The 
American Gas A i 
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*Babcock & Wilcox Co. 
Barber Gas Burner Company, The 
Barker & ry Engineers 
Bayer C The 

Bleck & Veatch, ‘Consuting Engineers 
Brown, L. L., Paper C 
Burroughs Adding ahaabinc Co. 
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Carpenter Manufacturing Company 
Canfield, H. T., Engineering Associates 
Carter, Earl L., Consulting Engineer 
Chevrolet Motor Division of General Motors 
Sales Corp. 

Cities Service Petroleum Products 

Inside Back Cover 
Cleveland Trencher Company, The 44 
Columbia Gas & Electric Corp. 
Combustion Engineering Company, Inc. 
Connelly Iron Sponge & Governor Co. 
Crescent Insulated Wire & Cable Co., Inc. 
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Ehret Magnesia Manufacturing ie eS cas 
Electric Storage Battery Company, The 
Electrical Testing Laboratories 

Elliott Company 
Ethyl Gasoline Corporation 
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Foley, Robert E., Erecting Engineers 
Ford, Bacen & Davis, Inc., Engineers 
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General Electric Company 
*Graver Tank & Mfg, Co., Inc. 
Grinnell Company, Inc. 
Gulf States Utilities Company 
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Haberly, Francis S., Engineer 
Heath Tree Service, Inc, 
Hoosier Engineering Company 
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International Harvester Company, Inc. 
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Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
Jersey Central Power & Light Co. 
Johns-Manville Corporation 
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Manning, J. H. & Company, Engineers ... 
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Mercoid Corporation, The 
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Nation’s Business 
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Peoples Natural Gas C 
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Railway & Industrial Engineering Company 
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Remington Rand, Inc. 
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Riley Stoker Corporation 
Robertshaw Thermostat Company 
Rochester Gas & Electric Corporation 
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Sanderson & Porter, Engineers .... ae 
Sangamo Electric Company .- 61 
Sargent & Lundy, Engineers .. .. 68 
Silex Company, The Inside Front Cover 
Sloan & Cook, Consulti Engineers 

Southern Union Gas System "47 
Sprague Meter Company, The ... 
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Westinghouse Electric & Mfg. Co. 
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Wiegand, Edwin L., Company 63 
Wilson Mem Index Co. coe 
Wopat, J. W., Consulting Engineer 


68-69 

































































NATIONAL DEFENSE NEEDS MORE 
THAN “ELBOW GREASE" 


Industrial lubrication, as exempli- upon to help deliver maximum efficiency of 
fied by the role of Cities Service, °Peration. 
plays a vital part We are honored by our selection, feeling 
- ees : that it indicates more plainly than words 
Lifeblood of the factory line is the precious ‘den ais wiih ane: ital: chia balan 
oil that keeps the wheels of industry turning = i by e es ; 
... Spinning ever faster and faster as tanks, Problems of industry. The vast experience 
ships, planes and trucks spring from blue- of our Lubrication Engineers is available 
prints into cold steel. for consultation without cost. Ail you have 


In many phases of national defense, Cities to do is get in touch with us at any of the 
Service’s industrial oils have been called offices listed helow. 


Wi Z 
-¥ WA CITIES SERVICE OIL COMPANIES 


CITIES SERVICE OIL COMPANY "Chicago, New York, Cedar Rapids, 
Boston, St. Paul, thao Forks, Kansas City, Fort Worth, Oklahoma City, Milwaukee, 
Cleveland, Detroit. 


CITIES SERVICE OIL COMPANY, LTD.— Toronto, Ontario. 


ARKANSAS FUEL OIL COMPANY-— Shreveport, Little Rock, Jackson, 
Miss., Birmingham, Atlanta, Charlotte, N. C., Nashville, Richmond, Miami. 
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RECISION production has 2en for- 

‘warded greatly by fluorescent light- 
ing. In this field, Westinghouse has been 
a pioneer in recommending and. develop- 
ing high inténsities.and power-factor 
correction., In’ this typical industrial 
application the worker enjoys conditions 
approximating daylight, less eye fatigue 
and thé coolness which ‘characterizes 


fltorescent lighting. 


WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, 


ELECTRICAL PARTNER OF 


Westinghouse 4 


faa ‘ha-y: 
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TATION 


@ratus, 


EAST PITTSBURGH, PA. 





